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AGRICULTURE, RURAL DEVELOPMENT, AND
RELATED AGENCIES APPROPRIATIONS FOR
FISCAL YEAR 2003

WEDNESDAY, FEBRUARY 27, 2002

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 10:20 a.m., in room SD-138, Dirksen
Senate Office Building, Hon. Herb Kohl (chairman) presiding.

Present: Senators Kohl, Harkin, Durbin, Johnson, Byrd, Coch-
ran, Specter, and Craig.

DEPARTMENT OF AGRICULTURE

OFFICE OF THE SECRETARY

STATEMENT OF HON. ANN VENEMAN, SECRETARY OF AGRICULTURE

ACCOMPANIED BY:
JAMES MOSELEY, DEPUTY SECRETARY
KEITH COLLINS, CHIEF ECONOMIST
STEVE DEWHURST, BUDGET OFFICER

OPENING STATEMENT OF SENATOR HERB KOHL

Senator KOHL. Be called to order at this time, the Appropriations
Subcommittee on Agriculture, Rural Development, and Related
Agencies, for our first hearing on the President’s budget submission
for fiscal year 2003. We want to welcome Secretary Veneman, along
with Deputy Secretary Moseley, Mr. Collins, and Mr. Dewhurst.

The primary purpose of this hearing is to review USDA’s plans
and priorities as laid out in the fiscal year 2003 budget submission,
and to discuss the main challenges facing those agencies under the
jurisdiction of this subcommittee. I would like to note that we had
originally planned to also hear from the Health and Human Serv-
ices Secretary, Tommy Thompson, in regard to the Food and Drug
Administration, but he was not available to be with us here today.

Madam Secretary, since you last appeared before this sub-
committee, events have occurred which have changed the lives of
us all, altered general perceptions about the role of government,
and forced a reevaluation of the priorities that we hold, both in our
own personal lives and as a Nation. September 11 was a horrible
tragedy, but it was also an awakening to new challenges and new
responsibilities for all Americans.

The Department of Agriculture clearly has an important part to
play in this call to service. USDA is on the front line of our home-
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land defense with its work in securing our Nation’s food supplies,
food safety, biological research, and containment of exotic pests and
diseases. The specter of this Nation crippled by a food shortage or
terrorized by an intentionally-introduced food-borne disease is
enough to convince most Americans of the truth behind President
Bush’s assertion just last month. Issues of agricultural policy have
become issues of national security.

And beyond the increased emphasis USDA must place on these
security issues, the Department must also continue to run, and run
well, the traditional programs that support farmers, rural commu-
nities, the environment, the hungry, children, and many others.
That task is made more difficult this year by the impending pas-
sage of a new farm bill, a bill which will institute a host of new
or improved programs to assist farmers, support rural commu-
nities, protect the environment, and ease hunger.

I would like to make one comment in regard to the farm bill, al-
though I know I must defer to my colleagues, many of whom serve
on this subcommittee, who are conferees. This Administration and
others have made a strong case that free and open markets are in
the best interests of American farmers. In the area of dairy, as you
know, I have fought for that principle, and against interstate price-
fixing dairy compacts. They benefit dairy farmers in some regions
at the expense of those in other regions, and they place an unjusti-
fied tax on milk-drinking constituents in all regions.

I trust, Madam Secretary, that as you work with the farm bill
conferees, you and the President will strongly oppose any efforts to
reinstate dairy compacts in any form.

I look forward to working with you, Madam Secretary, as we put
together a budget for fiscal year 2003, and I know that together we
can direct our limited resources in a way that meets the great chal-
lenge of keeping our food supply safe while treating farmers, con-
sumers, and our rural communities fairly and well.

Before we hear from you, I want to turn to my ranking member
and my good friend, Senator Cochran, for any comments that he
may wish to make. I will then ask other members of the sub-
conrll{mittee if there are opening statements that they may wish to
make.

Senator Cochran?

STATEMENT OF SENATOR THAD COCHRAN

Senator COCHRAN. Mr. Chairman, thank you. I am pleased to
join you in welcoming the distinguished Secretary of Agriculture,
Ann Veneman, to present the Department of Agriculture’s budget
request for next year. I am glad to see the request includes in-
creases to protect the safety of our Nation’s food supply and a gen-
erous amount, $73.5 billion, in direct spending to fund the new
farm bill. I am looking forward, as a member of that conference,
to helping to draft a version of that legislation which I hope will
meet the needs of our farmers and ranchers over the next 5 or 10
years.

I know, Madam Secretary, you have spent a lot of time in an ef-
fort to determine how the department should allocate emergency
appropriations to meet homeland security needs. I also know this
has been a hectic 6 months for all the members of the President’s
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Cabinet. This has been a time that has tested the leaders of our
Nation and put an enormous strain on our Nation’s resources, both
human and economic. I want you to feel assured that this com-
mittee is aware of the importance of our working together in a bi-
partisan way to deal with these very important challenges that face
our country.

Senator KOHL. Thank you, Senator Cochran. Senator Byrd?

Senator BYRD. I have no opening statement. I have some ques-
tions.

Senator COCHRAN. I thank you. Senator Craig?

STATEMENT OF SENATOR LARRY CRAIG

Senator CRAIG. Mr. Chairman, thank you very much. Madam
Secretary, welcome before the committee. I, like the chairman and
ranking member, are pleased with the amount that you are recog-
nizing in the budget that the President released on February 4th
of $74.4 billion.

I must tell you, as we struggle to put together new farm policy,
and it will be a struggle in conference with the disparities between
the House bill and the Senate bill, and I would hope this committee
and the principals on it will work sooner rather than later to send
a clear message to American agriculture, production agriculture in
this country, what we are going to be doing for the coming year.
We are now in the field, or soon to be in the field. Credit lines are
being negotiated, and I think, Mr. Chairman, the message needs to
be clear as to our plans and this country’s support for production
agriculture.

My guess is that that message needs to come long before a con-
ference report comes to the floor of the Senate on the new farm bill,
because my guess is that will be a ways out.

Thank you.

Senator KOHL. Thank you, Senator Craig. Senator Durbin?

STATEMENT OF SENATOR RICHARD DURBIN

Senator DURBIN. Thank you very much, Mr. Chairman. And,
Madam Secretary, thank you for joining us. Deputy Secretary
Moseley, thank you for being here. And the long suffering Keith
Collins and Steve Dewhurst, who have come before these Congres-
sional committees for many, many years, we are happy to see all
of you here.

We will be focusing on production agriculture, as we should, and
I will have a number of questions, but I think we should not over-
look the substantial responsibility of your department in the area
of food safety. Thank you for calling me yesterday to discuss the
GAO report on Mad Cow disease and what we can do to make cer-
tain that it never threatens the United States.

I hope that under this President, who made the point during his
campaign, that we will finally modernize food safety in America. To
think that we are still dealing with some 12 different Federal agen-
cies responsible for food safety, 35 different laws, and 28 different
committees and subcommittees on Capitol Hill with jurisdiction on
that single issue of food safety. And as we discuss the Department
of Agriculture, we should not overlook the responsibility and oppor-
tunity that we have to modernize the system once and for all.
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PREPARED STATEMENT

I think your crowning achievement as Secretary is not only to
put the agriculture sector of our economy back on track, but, as
your term ends, whenever it ends, to say that we finally took on
this issue, which, for half a century, has really eluded every Sec-
retary of Agriculture. And I want to work with you to make that
happen.

Thank you, Mr. Chairman.

[The statement follows:]

PREPARED STATEMENT OF SENATOR RICHARD J. DURBIN

Chairman Kohl, thank you for holding this important hearing today. I look for-
ward to working with you, Senator Cochran, and my Subcommittee colleagues on
the fiscal year 2003 (Agriculture budget. Mr. Chairman, I'd like to welcome USDA
Secretary Ann Veneman to this morning’s hearing. Madam Secretary, I look forward
to working with you and the rest of the USDA team. I'm certainly familiar with two
gentlemen you’ve brought with you today, Chief Economist Keith Collins Budget Of-
ficer Steve Dewhurst both testified last April before this Subcommittee, along with
the Secretary. I always enjoy their budget insights. I'm also happy to welcome Dep-
uty Secretary James Moseley.

I'd like to take a few minutes this morning to talk about some very important
issues that affect the Department, and my home State of Illinois. When I go back
to Illinois, one of the things I hear from farmers is: How can we get the rural econ-
omy back on track? There are a couple of ways. One is having a new Farm Bill,
which the Senate just passed and is now in conference, and another is through pro-
viding farmers with incentives for things such as biodiesel and ethanol.

Having said that, it’s important for all of us to realize the 1996 Freedom to Farm
Bill was not written in stone. The legislation simply has not worked. While the ob-
jective of the 1996 bill was to make our farmers less dependent on government sub-
sidies by phasing out many of the previously existing subsidy programs to make
way for a more market driven approach, the 1996 bill did anything but that. A new
Farm Bill will change things by restoring the farm safety net, targeting payments
to farmers in need, and ensuring that livestock producers are not left behind should
be the first steps. I believe this legislation will help family farmers, ranchers, and
other rural Americans compete in the marketplace. The Farm Bill is a good start
to putting America’s farm economy back on solid ground.

We must also work to become less dependent on foreign oil by opening and broad-
ening markets for American agricultural products and find appropriate alternative
uses. We need to create incentives for our farmers to produce and develop more effi-
cient ways to make biodiesel and ethanol. More specifically, I hope that my col-
leagues in Congress, and in the Bush Administration, will make every effort to ex-
pand the role of biodiesel and ethanol in the reformulated gasoline program. Know-
ing what we know about MTBE, this should be a top priority. I believe expanding
biodiesel and ethanol’s role is a win for our farmers, a win for the environment, and
a win for the rural economy.

In wake of 9.11.01, I'd now like to turn to another issue of importance: food safety
and security.

I recently announced I will soon introduce the BSE Prevention and Protection Act
to strengthen our national defenses against mad cow disease. This bill will apply
science and good common sense to make our borders more secure, improve our sur-
veillance activities, and remove from the food supply for humans and animals some
animal-derived materials that could potentially spread mad cow. We'll also get these
same materials out of non-food items, like cosmetics and medicines.

I plan to reintroduce the Genetically Engineered Foods Act. While I strongly sup-
port biotechnology, I've seen farmers in Illinois and throughout the country get hurt
by some grave mistakes made by others. We must be able to better assure farmers
of an available market for biotech crops, and assure consumers of the safety and
effective oversight of this new technology. My bill will accomplish both these goals.
I have been working very closely with Senator Harkin on legislation that will explic-
itly empower the USDA to close down facilities that repeatedly fail to meet min-
imum food quality standards. I am also planning to hold a hearing to examine the
adequacy of government oversight of the Federal school lunch program, and how
n}llalrziageﬁal and organizational deficiencies may be affecting the health of school
children.
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All food safety threats—whether salmonella or mad cow—are made more difficult
to manage by our highly fractured food safety system. Currently, Federal oversight
for food safety is fragmented with at least 12 different Federal agencies, 35 different
laws governing food safety, and 28 House and Senate subcommittees with food safe-
ty oversight. With overlapping jurisdictions and scattered responsibilities, Federal
agencies often lack accountability on food safety-related issues. For that reason, I
have introduced the Safe Food Act. This legislation would unite food safety and in-
spection activities in a single agency with a clear mission to protect the public
health. While the details of a new structure need to be developed in an open,
participatory process, one of the best things we can do to protect the public health
and save lives is unite Federal food safety activities in one agency.

I want to work with you and others in the Administration to design and imple-
ment a more streamlined system to strengthen food safety and better protect public
health. I hope the Department will continue to explore this idea and work with me
on ensuring that our food supply is the safest in the world.

Madam Secretary, I was glad to see you at the event that honored former Sen-
ators McGovern and Senator Dole, who have championed the Global Food for Edu-
cation Initiative to seek the support of many nations to provide a modest meal ev-
eryday for every needy child throughout the world.

But I am completely at a loss to understand why this Administration has zeroed
out the funding for the Global Food for Education Initiative pilot project. There are
over 300 million children worldwide not getting enough to eat. Malnourished chil-
dren find it difficult to concentrate and make poor students. But these school feed-
ing programs have many other benefits, including increased attendance rates and
more years of school attendance; improved girls’ enrollment rates; improved aca-
demic performance; lower malnutrition rates; greater attention spans; later ages for
marriage and childbirth. I understand that you want to assess the pilot project, but
it would certainly be possible to keep the 55 projects running in more than 30 par-
ticipating countries while you and we in the Congress look at ways to increase the
effectiveness of the program.

In closing, I believe we have a great deal to do and a very short year in which
to accomplish these initiatives for rural America and our farm families. It’s time for
Congress to roll up its sleeves and get to work in concert with USDA to revitalize
the rural economy, make sure our food supply is safe and secure while at the same
time looking to needs abroad.

Members of the subcommittee, Secretary Veneman, and others, I look forward to
working with you as we continue to discuss the fiscal year 2003 USDA budget.
Thank you.

Senator KoHL. Thank you, Senator Durbin. Senator Johnson?
STATEMENT OF SENATOR TIM JOHNSON

Senator JOHNSON. Well, thank you, Mr. Chairman. I would sub-
mit my full statement. I welcome the Secretary, of course, to our
committee, and the rest of the distinguished panel. I would only ob-
serve, just very briefly, that, while I am appreciative of the USDA
support for food safety initiatives, and we need to work with them
on that, I am disappointed with the significant reductions in fund-
ing for all of our rural development initiatives as well as reductions
in research, education, and extension programs. And it is my hope
that we can work together throughout the course of this budget
process to address some of those shortcomings.

Thank you, Mr. Chairman.

[The statement follows:]

PREPARED STATEMENT OF SENATOR TIM JOHNSON

Thank you Chairman Kohl and Senator Cochran, it’s a pleasure to join you today
in welcoming our Secretary of Agriculture to the subcommittee’s hearing concerning
the proposed United States Department of Agriculture (USDA) budget for fiscal year
2003. I extend greetings to Secretary Veneman and thank her for offering testimony
on USDA’s budget. I am also particularly eager to learn USDA’s plan to work with
Congress to complete action on a new farm bill this year.
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Those of us who care about the future of family farmers and ranchers recognize
the urgency of adopting a new farm bill, with sound farm policy, very soon, in order
to restore economic security to American agriculture.

However, overall, the President’s budget for agriculture fails to provide the kind
of financial bridge necessary to help America’s farmers, ranchers, and rural commu-
nities cross the divide between recession and prosperity. In January, the Adminis-
tration announced that without a new farm bill or emergency payments, net farm
income could drop by 20 percent this year, and that a new farm bill must be signed
by the President no later than mid-March in order for it to be implemented for the
2002 crop year. Given the failings of the current farm bill, and the fact that Con-
gress adopted 4 multi-billion emergency bills since the enactment of the 1996 bill,
it is imperative that we enact new farm legislation quickly.

However, the President’s budget provides conflicting guidance on where the Ad-
ministration stands on farm policy. On one hand, the President has expressed sup-
port in the USDA budget for an additional $73.5 billion in farm bill funding for
farmers, ranchers, and rural America. However, USDA budget numbers fall short.
In the first 5 years, the President’s USDA budget provides $11.5 billion less for farm
policy than in the Senate farm bill ($33.4 B versus $44.9 B).

It appears the President’s budget shifts money from the first few years the new
farm bill in order to pay for a promised new safety-net beyond the life of the 5 year
farm bill. Washington, DC is famous for budget rhetoric and gimmickry, and I un-
derstand that the Administration opposes the Senate farm bill because, according
to OMB and USDA, the Senate farm bill “front-loads” the funding in the first 5
years of the farm bill. However, those of us fighting to fortify the income-safety net
for farmers, who need help now, aren’t going to apologize for the Senate farm bill,
it’s loan rates, or the fact that it provides meaningful funding, early-on in the life
of the farm bill. The Administration can call it “front-loading,” but I call it making
sure farmers and ranchers have assurance that the new farm bill won’t pull the rug
out from under them in 2002, 2003, and 2004. So, I am disappointed the USDA
budget does not adequately address these needs.

I am also concerned the Administration’s USDA budget assumes that commodity
loan rates will be reduced from the current levels—which have been maintained on
an annual basis by USDA for several years now—to the formula levels contained
in the 1996 farm bill, which will dramatically decrease producers’ income protection.
A large portion of the $73.5 billion will be needed to restore loan rates to existing
lexﬁ%ls, not to mention funds needed to increase to the levels in the Senate Farm
Bill.

The House farm bill drops loan rates to formula levels while the Senate farm bill
increases loan rates and sets them at specified levels in the bill. It is disappointing
to me that USDA might support the House farm bill provisions with respect to com-
modity loan rates, where rates are set at formula levels consistent with the 1996
farm bill, and you, as Secretary of Agriculture, are empowered to lower loan rates
even further. Some estimate the House loan rate provisions would allow USDA to
lower loan rates to $1.56 per bushel for corn and 54.00 for soybeans. I don’t think
most farmers in South Dakota would support this direction with loan rates, it’s just
the opposite of what they’ve wanted for years with respect to the farm bill.

Additionally, despite the September 2001 report, “Food and Agricultural Policy-
Taking Stock for the New Century”, published by USDA, suggests too few farmers
reap too many of current farm program subsidies, USDA won’t support, or even take
a position on the Dorgan-Grassley-Johnson payment limitations amendment in the
Senate farm bill. Family farmers, ranchers, and rural Americans know that rhetoric
is not reality, they want USDA to take a stand on these important farm bill issues
and to help keep them in the final farm bill.

Beyond the farm bill, I want to recognize that we’re operating under a totally dif-
ferent budgetary environment today. We started last year with a $300 billion an-
nual surplus, and we are now looking at deficits each year into the future. It tells
us how difficult funding at last year’s level is going to be when it comes time for
Congress and the Administration to construct this year’s budget. USDA’s budget re-
flects that different environment, and I appreciate it is a tough position. We should
all do our best to hang onto as much of the USDA budget as we can, but obviously,
huge increases in funding for defense and homeland security, compounded by the
fact that we’ll have less money coming in, means that we’ll have to pinch pennies.

I wish to applaud President Bush for including $131 million in USDA’s budget
for new investment to protect the Nation’s food supply from animal and plant pests
and diseases. We must work together to provide greater homeland security for our
food and fiber system. I believe the new money recommended for food security will
help us increase point-of-entry inspections of food and other imports, expand diag-
nostic and response services, and support greater research aimed at protecting our
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crops and livestock from attack by animal and plant diseases. I also support your
recommended increases for food safety initiatives, and funding to cover State and
Federal food inspections.

Nonetheless, I do not support the recommended decreases for vital rural develop-
ment programs. The total rural development budget has been cut by $3.5 billion,
with significant reductions for water and waste water projects, housing assistance,
and cooperative development in rural sectors of the country. Rural development is
a key ingredient in re-igniting prosperity in many of our States, and I will work
to restore funding for rural development programs where I can.

Finally, I am deeply concerned with the proposed cuts to USDA’s budget for re-
search, extension, and education. The total Cooperative State Research, Education
and Extension Service (CSREES) budget experienced a $10 million cut. Land grant
institutions such as South Dakota State University (SDSU) depend upon a sound
financial footing contained within base, formula funds, to maintain existing pro-
grams that keep our farmers and ranchers the most competitive in the world. SDSU
and other land-grant universities are making a real difference with the funding they
receive to maintain research, education, and extension activities.

Particularly, SDSU is developing creative, new programs to benefit the younger
generation of South Dakotans with sportsmanship and personal character programs,
parents and other adults with respect to role-modeling, and of course, the farmers
and ranchers of my State with new initiatives that promote value-added agriculture
and energy independence. I believe the Administration should have provided greater
resources for our land-grant institutions, and I will do what I can in this sub-
committee to fix USDA’s budget concerning the work of land-grant universities.

Moreover, the extraordinary cuts to research contained in the Agricultural Re-
search Service (ARS) budget may harm important research facilities all across the
country. For instance, Brookings, South Dakota is home to the Northern Grains In-
sect Research Laboratory. This facility, affectionately known as the “bug lab” to
South Dakota farmers, is one of the premier labs with respect to insect research.
The lab provides farmers in the Northern Plains with crop production and pest
management information that enables producers to improve their bottom line. Cuts
to agricultural research, whether they harm the efforts of land-grants such as
SDSU, or efforts at our Nation’s ARS labs, are counterproductive and I will work
in this subcommittee to restore some of this funding where I can.

Madam Secretary, our work this year will not be easy. But I am confident that
if we work together, this subcommittee can produce a responsible and effective
budget for the important functions of the USDA. Thank you for appearing before
us today and I thank the Chairman and the committee for their time.

Senator KOHL. Thank you, Senator Johnson. Secretary Veneman,
we would be pleased to hear your statement.

STATEMENT OF ANN M. VENEMAN

Secretary VENEMAN. Thank you, Mr. Chairman. I very much ap-
preciate the opportunity to be here today with you and other mem-
bers of the committee to discuss the fiscal year 2003 budget for the
Department of Agriculture. I very much appreciate the working re-
lationship that I have had with this committee and the ability that
we have had to work together. I have been to many of your States
and appreciate the fact that we can call and talk about issues any-
time.

As was indicated, with me today are Deputy Secretary Jim
Moseley, our Budget Officer, Steve Dewhurst, who you all know
very well, and Keith Collins, our Chief Economist, two of our very
stellar career employees in the USDA and people that we could not
operate the Department without.

I have been very busy traveling this year to many of your States,
as I indicated, and have had a lot of opportunities to talk directly
with farmers and ranchers and to hear what they think about some
new initiatives being introduced, one of which has been kind of fun
this year, a Leaders of Tomorrow initiative. Through this initiative
we have been working with young people around the country, hav-
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ing 4-H’ers and FFA leadership with us at each of our stops and
visits throughout the country, trying to give young people the op-
portunity for mentoring. We have been promoting some of the
youth initiatives in this country that will give us the leaders of to-
morrow for our great Nation.

I want to thank the committee again this year for its support of
USDA programs and for the long history of effective cooperation be-
tween the committee and our Department.

The budget that we are presenting this year is consistent with
our policy book that we issued in September called “Food and Agri-
cultural Policy: Taking Stock for the New Century.” Hopefully the
committee has had the opportunity to take a look at this book.

Our budget also addresses the Nation’s new priorities, as you
mentioned, Mr. Chairman, in light of the September 11 events, in
a fiscally-responsible manner. Regaining fiscal stability requires
that we recognize our priorities and that we make difficult funding
decisions. I can assure you that USDA has done just that in pre-
paring our 2003 budget proposals, and I want to tell you quickly
what our budget does.

It funds key priorities for USDA. As Senator Cochran indicated,
it protects farm-program spending, at $73.5 billion over the base-
line for the next 10 years, supporting the budget resolutions of both
the House and the Senate last year. It strengthens homeland secu-
rity and infrastructure protections, such as pest and disease, food
safety, research, all of the issues that we have called the “infra-
structure” that protects our agriculture. It provides tools to expand
trade and help our producers export. It provides a record level of
a nutrition safety net for families who are in need of assistance. It
promotes good conservation and environmental stewardship. It
helps rural communities, and it expands initiatives to make sure
that we make government work better.

The fiscal year 2003 budget calls for $74.4 billion in spending,
which is an increase of $11 billion over the fiscal year 2002 budget
submitted by the President last year, and is only slightly below the
2002 enacted level. The 2002 enacted level was higher because of
emergencies, whether it was fighting forest fires because of
droughts in the West, the supplemental bill that we got to assist
us with homeland security, and so forth.

I want to go through the basic priorities that are detailed in our
budget. First, this budget provides an additional $73.5 billion over
10 years, as I mentioned, to meet our commitment to fund a farm
bill based on sound policy. The President has personally reiterated
that commitment, and we are going to continue to work with the
Congress and the conferees to produce a sound farm bill that the
President can sign.

We enjoy a good working relationship with Chairman Harkin
and Senator Cochran and other members of the conference com-
mittee, and we are looking forward to working closely with them
as we go through this conference.

We are also committed to implementing a farm bill as quickly as
possible. It is not an easy task, but I have met with employees re-
cently, both in Georgia and in Missouri, to talk about implementa-
tion issues and how we can prepare ahead of time for the imple-
mentation of this farm bill.
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Second, the budget protects agriculture and our food supply from
potential threats, intentional or unintentional, and requests in-
creases for key infrastructure programs that protect our food and
agriculture—pest and disease prevention, food safety, and research.
These are core programs that are critical to agriculture, and often-
times they are forgotten. We just need to look back over the past
year, where we were dealing with the threat of Foot and Mouth
disease, strengthening our systems and reallocating resources to
ensure that we did not get that economically devastating disease
in our livestock herds. It could have been so devastating. Then we
had the events of September 11, where we are now concerned, not
only about unintentional threats to our food supply, but intentional
threats, as well. So we are requesting an additional $146 million
in new spending for food safety, pest and animal disease preven-
tion, and research.

There is a record level of spending for the Food Safety and In-
spection Service to support over 7,600 meat, poultry, and egg-prod-
uct inspectors. In addition, more research is proposed, aimed at
protecting our food and agriculture system from animal and plant
diseases, insects, and other pests. Increases for research in these
areas will emphasize the development of improved detection, iden-
tification, diagnostic and vaccination methods, and identify and
control threats to animal and plant agriculture.

Internal surveillance and analysis will be strengthened to ensure
that we can respond to problems if they were to occur. An increase
of $48 million is requested for animal health monitoring to enhance
our ability to quickly identify any outbreaks that might occur. An
increase of $19 million is requested in the Agricultural Quarantine
Inspection Program to continue to provide border inspection and to
protect agriculture and the food supply against pests and diseases.

Staffing for the Agricultural Quarantine Inspection Program
would be increased to nearly 4,000 staff years in fiscal year 2003
with this budget. This would be a 55 percent increase from staff
levels at the beginning of fiscal year 2001.

Our Research, Economics, and Education agencies in fiscal year
2003 would be funded at approximately $2.3 billion. This includes
doubling the budget for the Department’s competitive National Re-
search Initiative from $120 million in fiscal year 2002 to $240 mil-
lion. This would include $9 million for new uses of agriculture
products, and $6.5 million for global climate change research initia-
tives.

Last month, the President approved an additional $328 million
in one-time spending as part of the Defense Supplemental Appro-
priations Act. This includes $105 million for pest and disease exclu-
sion, detection, and monitoring, $80 million for upgrading USDA
facilities and operational security, $87 million for laboratory up-
grades, $40 million for research activities, and $15 million for food
safety protection. We are working now with our appropriate agen-
cies and the President’s Office of Homeland Security to plan and
implement that spending.

I might add that all of these measures and actions that we have
taken directly support our protection systems to guard against
BSE. As Senator Durbin mentioned, we did discuss yesterday the
GAO report that just came out on the BSE issue, but I also want
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to point out that in November, we released, with Harvard Univer-
sity, a 3-year study on BSE, which looked in depth at how we are
dealing with this issue. They found that we have strong systems,
that our risk of getting this disease is relatively low, and that if
we were to have a case of the disease, that the likelihood of it
spreading was very low. Nonetheless, we continue to move forward
and remain vigilant, be on our guard against threats, and take ad-
ditional precautions. We have detailed statements and fact sheets
available to you and your staff outlining the specific actions that
we are taking to strengthen all of our programs.

Third, this budget maintains an aggressive program level of over
$6.4 billion in support of food and agriculture international trade.
It increases funding by $50 million for trade programs and services
that provide valuable tools for U.S. producers to gain access in the
markets. A substantial budget increase for Public Law 480 Title II
donations is proposed. The Administration believes that the Public
Law 480 program should be the primary vehicle for food aid over-
seas, rather than relying on the use of Section 416(b).

We continue to hope that the Congress will quickly approve trade
promotion authority for the President. I might add that we will
continue to be very aggressive to tear down the unfair trade bar-
riers that are hurting our farmers in the international market-
place.

We just had, last week, a decision by Japan to remove an un-
justified barrier against our poultry exports. Also last week we an-
nounced a limited, but at least a beginning, of the opening for our
table grapes into Australia. We announced actions just within the
last couple of weeks claiming that the actions of the Canadian
Wheat Board are unfair against our producers and that we are
going to continue to pursue trade remedies. The President has per-
sonally intervened, and we continue to be very aggressive, on the
issue of China’s regulations for biotechnology that could hurt our
exports.

Fourth, this budget provides a record $41 billion to provide a
strong nutrition safety net for families who need assistance from
the government whether it is through our Women, Infants, and
Children (WIC), Food Stamp, or Child Nutrition Programs. The
WIC Program is an essential part of the nutrition safety net, and
this is a program that the President cares deeply about. It is de-
signed to protect a very vulnerable segment of the population—that
is, low-income, nutritionally-at-risk women, infants, and children.
This program has shown measurable results, particularly in terms
of reductions in infant mortality. It is important to remember that
47 percent of the children born in this country are born to WIC
families. For fiscal year 2003, the Administration has included suf-
ficient resources in the budget to support an average WIC partici-
pation of 7.8 million people, up from 7.5 million recipients in 2002.

Specifically for the Food Stamp Program, outlays are increased
in the President’s budget by over $1.4 billion to support an average
participation of 20.6 million participants, up from 19.8 million in
fiscal year 2002. The budget also requests a $2 billion contingency
reserve, should enrollment exceed our estimates. The budget in-
cludes a number of legislative proposals to improve the Food Stamp
Program. Legislation is proposed for the Food Stamp Program to
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restore Food Stamp eligibility for legal immigrants who have been
in the United States for at least 5 years, allow ownership of one
vehicle per work-able household member and other provisions to
simplify program rules and improve program accountability. I
might note that just yesterday the President talked about the im-
portance of these programs and initiatives when he was outlining
his Welfare Reform proposals.

Fifth, this budget promotes good conservation and environmental
stewardship programs to help our environment and farmers and
ranchers. The President often says that farmers and ranchers are
the best stewards of the land, and we want to give our farmers and
ranchers additional tools to manage working lands. The budget
provides $6.1 billion in spending for the Natural Resources and En-
vironment agencies. It includes a $50 million increase for conserva-
tion operations and technical assistance. The budget for the Nat-
ural Resources Conservation Service, like that for the farm pro-
grams, is highly dependent upon the outcome of the farm bill.

The Administration supports a strong conservation component in
the farm bill to enhance conservation for the working farmlands,
through programs such as the Conservation Reserve Enhancement
Program and the Environmental Quality Incentives Program. The
budget includes resources necessary to continue the services USDA
provides to farmers and landowners, and the budget continues to
emphasize key areas, such as nutrient-management plans for ani-
mal feeding operations and the need to meet the strong demand for
environmental assistance.

Sixth, this budget contains $11.6 billion for Rural Development
programs, roughly the same level as that which we spent in fiscal
year 2001. The budget takes a close look at programs and targets
resources to high-priority areas. We have worked hard in this
budget to provide funding for the most urgent needs of rural Amer-
ica, including home ownership, waste and water systems, and sup-
port for business development and jobs in rural areas. We have rec-
ommended some reviews and reforms in some areas of rural devel-
opment, including the rural rental housing and the rural telephone
bank, to ensure that they are producing the intended results.

Finally, this budget looks closely at the programs and services
this Department manages. It contains several critical management
initiatives that will better integrate USDA programs and services
to bring them into line and better prepare our employees for the
21st century workplace. More importantly, our initiatives will help
us serve our customers more expeditiously and efficiently.

In the USDA’s budget, you will find resources and commitments
in various places dedicated to the achievement of this management
agenda. For instance, we want to improve customer service in our
field delivery system by taking another look at our office structure,
our organization of administrative support functions and how we
manage a number of important areas, such as our credit portfolio.

Overall, there is a great level of attention to this budget to in-
vestments in technology. We cannot expect our employees to im-
prove customer service or achieve other management objectives un-
less they are provided with modern technology. We want to make
e-Government a reality for our customers.
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That completes my overview of some of the key points in this
budget. We believe it is a responsible budget, it funds key priorities
and programs at USDA. I very much appreciate the opportunity to
discuss these important priorities with you today.

PREPARED STATEMENTS

Thank you again, and we look forward to working with you dur-
ing the budget process and to advance the priorities that we have
outlined. I would be glad to respond to any of your questions, Mr.
Chairman, and those of the committee. Thank you.

[The statements follow:]

PREPARED STATEMENT OF ANN M. VENEMAN

Mr. Chairman, Members of the Committee, it is an honor for me to appear before
you to discuss the fiscal year 2003 budget for the Department of Agriculture
(USDA). I have with me today Deputy Secretary Jim Moseley, our Chief Economist,
Keith Collins, and our Budget Officer, Steve Dewhurst.

I want to thank the Committee again this year for its support of USDA programs
and for the long history of effective cooperation between this Committee and the De-
partment in support of American agriculture. I look forward to working with you,
Mr. Chairman, and all the Members of the Committee during the 2003 budget proc-
ess.

As you know, the President’s Budget was released on February 4th. Total USDA
outlays for 2003 are estimated to be $74.4 billion. This is an increase of $11.1 billion
f\bO\ie the level requested in 2002, and it is only slightly below the 2002 enacted
evel.

The Department is addressing the Nation’s new priorities in light of the Sep-
tember 11 events in a fiscally responsible manner. This requires recognizing our pri-
orities and making difficult funding decisions. I can assure you that USDA has done
just that in preparing its 2003 budget proposals.

We have also taken actions to assure that the $328 million of emergency supple-
mental funds made available to USDA for security needs in 2002 will be invested
in ways to meet high priorities, particularly to improve USDA’s biosecurity oper-
ations for the long term. We are working closely with the Office of Homeland Secu-
rity and we have established a USDA Homeland Security Council to coordinate our
security efforts and track progress in using those funds to ensure that priority needs
are met. The Council will play a significant role in establishing the final plans for
use of those funds.

For 2003, this budget supports the Administration’s principles for the 21st Cen-
tury as stated in our report: Food and Agricultural Policy: Taking Stock for the New
Century, issued last fall. Specifically, the budget does the following:

—Ensures that the new Farm Bill will be generously funded by providing an addi-
tional $73.5 billion in mandatory funding over the 2002—2011 period to develop
sound policies for farm commodity and income support, conservation, trade, food
assistance, research, and other programs.

—Supports the Administration’s goal of opening new markets overseas and ex-
panding U.S. agricultural exports by providing over $6 billion in export program
support.

—Provides the largest increase ever for the Special Supplemental Nutrition Pro-
gram for Women, Infants and Children (WIC) thereby supporting 7.8 million
program participants.

—Provides support for over 20 million food stamp participants including legisla-
tion to allow more legal immigrants to participate and other changes to simplify
complex rules, support working families and improve program delivery.

—Protects agriculture and our food supply from potential threats—intentional or
unintentional—and requests more than $146 million in new spending for food
safety, pest and animal disease prevention, and research.

—Improves the Department’s management of its delivery of programs.

—Improves the stewardship of our soil, water and forests by making more re-
sources available for conservation uses with less money spent for overhead ex-
penses.

—Maintains funding to support loans, grants, and technical assistance to address
a diversity of rural development needs including financing electric and tele-
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communications systems, water and waste disposal systems, rural housing, and
business and industry.
With this as an overview, I would now like to discuss the details of our budget
proposals for each of the Department’s mission areas.

FARM AND FOREIGN AGRICULTURAL SERVICES

The farm sector in recent years has experienced lower market returns for several
major commodities and losses from various disease, pest and other natural disaster-
related causes. Supplemental assistance has been enacted to prevent farm income
declines. While the situation is improving for some commodities, market returns in
other areas of the farm economy are still low. The President’s budget for 2003 pro-
vides for an additional $73.5 billion in direct spending over the 2002—-2011 period
to fund new legislation to replace the expiring 1996 Farm Bill. This level is con-
sistent with amounts contained in the Congressional Budget Resolution. We will
work with Congress to develop a bill which contains sound policy consistent with
the principles we have laid out for 21st Century agriculture.

The new Farm Bill should be generous but affordable. It should provide a reason-
able safety net without encouraging overproduction and depressing prices, establish
farm savings accounts to help manage risk, support our commitment to open trade,
offer incentives for good conservation practices on working lands, and enhance nu-
trition programs.

International Trade

In conjunction with the new Farm Bill, it is essential that we also lower trade
barriers and open new markets overseas since trade is critical to the long-term
health and prosperity of the American agricultural sector. Enhancing the competi-
tiveness of U.S. agriculture in the world marketplace must also be one of the pri-
mary objectives of our farm policy.

One of the most important strategies for enhancing trade is continuing the liberal-
ization of global agricultural trade. America’s farmers and ranchers stand to gain
a great deal from further trade reform through increased access to markets overseas
and a reduction in unfair competition in those markets.

The new round of multilateral trade negotiations is at the center of our trade lib-
eralization efforts. Our agenda for agricultural reform negotiations includes sub-
stantial reductions in tariffs and increased market access, elimination of export sub-
sidies, reform of State trading enterprises, and tighter rules on trade-distorting do-
mestic support.

We also are pursuing trade liberalization through both regional and bilateral ne-
gotiations, and we are closely monitoring existing trade agreements to ensure that
our trading partners comply fully with the terms of those agreements and do not
institute technical barriers to trade that run counter to their spirit.

Another strategy laid out in our review of 21st Century agriculture is ensuring
we have the proper tools needed to expand exports in an increasingly competitive
environment. This starts with the granting of Trade Promotion Authority (TPA) to
the President so that we can demonstrate to our trading partners that the United
States is serious in our pursuit of free trade objectives and in our negotiating pro-
posals. We urge the Congress to enact this important legislation early this year. We
also very much want to work with the Congress to craft provisions of the trade title
of the new Farm Bill so that they are consistent with the principles we have estab-
lished for 21st Century agriculture.

Our work in the international area begins with the Foreign Agricultural Service
(FAS), the Department’s lead agency in implementing many of our international ac-
tivities, and which plays an absolutely critical role in our trade expansion efforts.
For 2003, the budget provides $140 million for FAS, an increase of $10 million
above the 2002 level. Included in the FAS request is much-needed funding to sup-
port an e-Government initiative that will upgrade the agency’s information tech-
nology (IT) resources and capabilities, and modernize its business practices and op-
erations. Over the last year, FAS has faced a series of computer-related crises that
have threatened to cripple agency operations and communications. This is a particu-
larly serious problem for an agency that has offices throughout the world and must
work closely on a daily basis with many different agencies, such as the State De-
partment and Office of the U.S. Trade Representative.

The FAS proposals also include increased funding for the Cochran Fellowship Pro-
gram. This is a highly successful program that has provided training and helped to
establish. positive linkages with many agriculture officials throughout the world.
The additional funding will expand programming in a number of important areas,
including biotechnology, food safety, and World Trade Organization accession re-
quirements.
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Another key to having the proper trade expansion tools is to ensure adequate
funding for the Department’s export promotion and market development programs,
which our budget proposals are designed to do. For the CCC export credit guarantee
programs, the largest of our export programs, the budget includes a program level
of $4.2 billion. This is an increase of $300 million above the projected 2002 level,
reflecting continued very strong growth in the supplier credit guarantee program.
For the Foreign Market Development (Cooperator) Program, Market Access Pro-
gram, and Quality Samples Program, the budget includes a total program level of
$120 million, unchanged from this year’s level, and $63 million for the Dairy Export
Incentive Program, a slight increase over the current estimate for 2002.

As the Committee is aware, the Administration has undertaken a review of U.S.
foreign food assistance activities in order to reform and rationalize their implemen-
tation and to strengthen their effectiveness. Among the results of that review is the
decision to provide a more secure and predictable foundation for our overseas food
aid activities by reducing their reliance on the year-to-year availability of surplus
commodities. At the same time, these activities will largely be funded through dis-
cretionary sources, subject to Congressional review and approval, and with reduced
reliance on mandatory CCC funding. Accordingly, the budget provides increased
funding for food aid donations under the Public Law 480 Title II program, while do-
nations of commodities under section 416(b) authority that rely on the purchase of
surplus commodities by CCC will not be continued in 2003. The budget includes a
total program level of $1.35 billion for Public Law 480 in 2003. Based on current
price estimates, total commodity shipments under Public Law 480 programs in 2003
should reach 3.7 million metric tons.

Farm Program Delivery

Farm Service Agency (FSA) salaries and expenses are funded at $1.3 billion in
2003. This would support continuation of staffing levels at the current 2002 levels
of about 5,800 Federal staff years and 11,250 county non-Federal staff years, includ-
ing about 2,000 temporary staff years. We expect the workload for FSA to remain
relatively heavy in 2002 and 2003.

In order to help FSA meet this workload challenge, improve service to farmers
and enhance operating efficiency, the budget provides increased funding of $56 mil-
lion for FSA’s information technology efforts related to the Service Center Mod-
ernization Initiative. This includes an acceleration of geographic information sys-
tems and other common computing environment initiatives to help move the deliv-
ery system into the e-Government era. The budget presents these funds as well as
funds for the other Service Center agencies under the Common Computing Environ-
ment appropriation to ensure that these activities are well coordinated.

Management initiatives to modernize farm credit program servicing activities and
to review the Service Center office processes and structure of FSA, Natural Re-
sources Conservation Service (NRCS) and Rural Development (RD) will also be un-
dertaken in an effort to improve our ability to provide services at less cost.

Credit

We have also included in the budget a program level of about $4 billion in farm
credit programs to assure that farmers have access, when necessary, to Federally-
supported operating, ownership, and emergency credit. No additional funding is
being requested for the emergency loan program. Based on current estimates, the
budget assumes that carry-over funding in the emergency loan program will be suf-
ficient to meet demand in 2003.

Crop Insurance

The budget for this mission area also includes full funding for the crop insurance
program. The budget includes such sums as necessary to meet producers demand
for the program given that participation in the program is voluntary on the part
of producers. The program is delivered by private insurance companies, and the
Federal Government reimburses the companies for their delivery, costs. The compa-
nies also receive underwriting gains on policies for which they retain the risk of
loss. In 2000, Congress substantially reformed the crop insurance program, in part,
by providing for substantial increases in the premium subsidy available to pro-
ducers, especially at higher levels of coverage. As a result, participation in the pro-
gram increased substantially. With the increase in business, private insurance com-
panies have received a windfall as underwriting gains have increased about 400 per-
cent from the levels of the early 1990s. This budget includes proposed legislation
which would cap underwriting gains at 12.5 percent of the retained premium.
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MARKETING AND REGULATORY PROGRAMS

Marketing and Regulatory Programs agencies provide basic infrastructure to pro-
tect and improve agricultural market competitiveness for the benefit of both con-
sumers and U.S. producers.

Pests and Diseases

Helping protect the health of animal and plant resources from inadvertent, as
well as intentional pest and disease threats from terrorists, is the primary responsi-
bility of the Animal and Plant Health Inspection Service (APHIS). The importance
of this responsibility was recognized by the inclusion of $119 million specifically for
APHIS in the Homeland Security Supplemental funding for 2002. These funds will
be used to: improve effective border protection, in part through the purchase of
equipment and the hiring of anti-smuggling personnel; work with the States to ex-
pand survey efforts for plant and animal pest and disease detection; and meet en-
hanced building security and other needs. Of the total, $14 million will be used to
relocate certain biohazard laboratory facilities to a facility on the National Veteri-
nary Services Laboratories campus in Ames, Iowa.

For 2003, we are requesting a net increase of about $120 million over the regular
2002 appropriation for APHIS salaries and expenses which consists of over $262
million in increases partially offset by $142 million in decreases. While we have suc-
cessfully kept foot-and-mouth disease and bovine spongiform encephalopathy (BSE)
out of the United States, our inspectors remain highly vigilant, in part, because of
bioterrorist threats. The $1.1 billion 2003 budget request for APHIS reflects contin-
ued and enhanced efforts to protect U.S. agriculture at the borders, and also to
promptly detect and respond to a pest or disease outbreak, among other activities.
An increase in total program level of about $19 million is devoted to enhance Agri-
cultural Quarantine Inspection, and an increase of another $48 million is devoted
to enhanced monitoring and surveillance for pest and disease outbreaks.

Once detected, prompt eradication of an outbreak is essential to limit damages
and reduce overall control costs. The 2003 budget requests $162 million in appro-
priations to continue funding several eradication programs that had been started
with funds transferred from CCC. Such continuing activities can no longer be con-
sidered “emergencies.” These funds will be used to combat species such as the Asian
Long-horned Beetle, citrus canker, Mediterranean fruit fly, chronic wasting disease,
plum pox, rabies, scrapie, and tuberculosis. For any new emergency pest and disease
outbreak, our legal authority to use CCC funding would be relied upon. However,
the Administration is concerned about rising Federal costs of emergency pest and
disease control and expects to seek public comment on flexible criteria to share the
financial burden with cooperators who receive benefits from program activities.

Marketing

Another important proposal in this area involves the Grain Inspection, Packers
and Stockyards Administration (GIPSA). The budget includes a total program fund-
ing level of $43 million to help ensure efficient market functioning. Included within
this total is about $2 million being requested for improved enforcement of anti-com-
petitive laws and monitoring the use of new technologies to evaluate livestock car-
casses. Another $450,000 is requested to expand the newly established bio-
technology program to keep pace with the rapid introduction of new products and
the need for commodity certifications. A further $3.4 million is requested to enhance
the ability of GIPSA to electronically provide and receive data and information. The
GIPSA budget also proposes user fees to recover costs of the U.S. grain standards
program, as well as license fees to recover costs of the Packers and Stockyards pro-
gram.

For the Agricultural Marketing Service (AMS) the budget includes an increase of
$1 million to expand international market news reporting in Central America, South
America, and Asia and increase the availability of accurate, timely, and unbiased
international market information. This type of real time market information is re-
quired for American producers to be competitive in a global economy. The budget
also requests an increase of $1.6 million to implement improvements to the Pes-
ticide Data Program and the Federal Seed Act Program. Improvements to the pro-
gram infrastructure for these programs are necessary to ensure effective delivery of
program services to American agriculture.

FOOD SAFETY

A safe food supply is one of the foundations of a successful food and agricultural
system. As we have witnessed, highly publicized outbreaks of foodborne illness have
demonstrated how important safeguarding public health is to both consumers and
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producers. And, with the threat of terrorism, we must be even more vigilant in safe-
guarding the Nation’s food supply. USDA plays a critical role in safeguarding the
food supply and its policies have contributed to the recent decline in pathogenic con-
tamination of meat and poultry products. This Administration believes that contin-
ued investment in the food safety infrastructure is necessary to ensure that the ap-
propriate personnel, tools, and information are available to address the emerging
food safety hazards that threaten public health and the viability of our agricultural
system. Therefore, the budget includes record funding for the Food Safety and In-
spection Service (FSIS).

For 2003, the budget proposes $804 million, an increase of about $28 million over
the 2002 current estimate. Funds are requested to cover the costs of Federal inspec-
tion and for maintaining Federal support of State inspection programs. This in-
cludes resources necessary to maintain approximately 7,600 meat and poultry in-
spectors which will ensure the uninterrupted provision of inspection services.

In addition, the budget requests an increase of $14.5 million to improve FSIS’ in-
formation technology infrastructure. FSIS’ existing, disparate information systems
will be replaced by a new system with enhanced data sharing capabilities. Upgrad-
ing these important information systems will lead to improved science-based deci-
sion-making for risk assessment and risk management functions, as well as im-
proved resource management.

The budget also requests an increase of $2.7 million to conduct slaughter epide-
miological surveys and risk prevention activities for small and very small establish-
ments. These surveys will improve the quantity and quality of data available to
FSIS for use in evaluating the effectiveness of inspection strategies to detect animal
giseal\(se outbreaks and the food safety guidelines to limit the impact of those out-

reaks.

The 2003 budget includes a commitment to review the current overtime fee struc-
ture for meat, poultry, and egg products inspection, including an analysis of the
manner in which fees are assessed and the underlying statutory basis for those fees.
There is no budget impact in 2003 as a result of this action, however, the analysis
of the current fee structure will begin immediately. The budget also proposed a new
annual licensing fee that will make funds available, beginning in fiscal year 2004
and in subsequent years, to invest in food safety inspection technology and other
Federal programs that directly benefit the industry.

FOOD, NUTRITION, AND CONSUMER SERVICES

The budget includes $41.9 billion for USDA’s domestic nutrition assistance pro-
grams, the highest request ever, targeted to help Americans in need. This request
reflects our commitment to the nutritional safety net, and to helping participants
find and retain jobs, and move toward economic self-sufficiency.

A major component of the nutrition safety net is the Special Supplemental Nutri-
tion Program for Women, Infants and Children (WIC). The budget requests a record
level of $4.8 billion for WIC, almost 10 percent above the 2002 appropriation. The
request funds average annual participation of about 7.8 million participants, and it
provides an additional $150 million contingency reserve should additional demand
for WIC appear. This request reflects the growing demand for WIC and it also re-
flects a firm commitment by this Administration to ensure that resources are di-
rected to programs that make a real difference in peoples lives. WIC is just such
a program. Ensuring funding for WIC is one of our major priorities and is critical
to the Administration’s goal of guaranteeing stable funding for this important pro-
gram.

The Food Stamp Program is funded at $26.2 billion, an increase of almost $3.2
billion above the 2002 level. The increase would cover a projected 2 percent increase
in food costs with average participation of about 20.6 million people. This is an in-
crease of about 2 million participants over the most current month reported, Novem-
ber 2001. The request also includes a $2 billion contingency reserve, in case it is
needed to support a higher than expected level of participation.

Also of great importance is reauthorization of the Food Stamp Program. The budg-
et contains several legislative proposals for food stamps that are consistent with the
principles we have laid out for 21st Century agriculture. These proposals would:

Allow legal immigrants who have resided in the U.S. for 5 years or more to apply
for food stamps. This is consistent with welfare reform as it would bring the Food
Stamp Program into conformity with other public assistance programs such as Med-
icaid and the Temporary Assistance for Needy Families programs that work in con-
cert together at the local level. This change provides a nutritional safety net for
these legal immigrants while maintaining requirements that they look first to their
earnings, resources and the support of their sponsors to meet their needs.
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Index the standard deduction to a percentage of poverty, so it adjusts both to re-
flect household size and changes in living costs. This, along with standardized med-
ical and dependent care deductions (and several other program simplifications) will
allow States to focus more on helping households get back on their feet, and less
on complex and error-prone details.

Exempt one vehicle per work-able household member from being counted as an
asset to facilitate participant efforts to seek and retain employment.

Eliminate the requirement that 80 percent of the Employment and Training funds
going to childless unemployed adults so that States can more flexibly direct these
resources to help those most likely to use them.

Reform the Quality Control System to focus on recurrent error problems. Al-
though error rates are at their lowest level ever, States issued nearly $1.3 billion
in overpayments and underpaid eligible households by nearly $460 million. This is
just too high. The proposed changes would allow States to receive meaningful incen-
tive awards for good performance and only sanction States with 2 consecutive years
of error rates exceeding the 75th percentile for all States. Enactment of these
changes will help all stakeholders to strive for even better performance.

The Child Nutrition Programs are budgeted under current law at $10.6 billion.
The request anticipates an increase of about 2 percent in food costs, growth in the
programs due to the increased number of school aged and younger children, and
some expansion in the breakfast and child care food programs. Program integrity
will continue to be a focus for these programs, not only to ensure the proper alloca-
tion of Child Nutrition funds, but also because far larger sums of Federal and State
fduc}z:t(ilon money are targeted to low-income schools based on free and reduced price
unch data.

NATURAL RESOURCES AND ENVIRONMENT

The importance of conservation programs has grown well beyond their historical
purpose of protecting productive topsoil for the purpose of food production. We are
now realizing the significance of agriculture’s impact on other areas of the environ-
ment such as water quality. In addition, public awareness and concern for the Na-
tion’s natural resources have continued to grow as we gain a better scientific under-
standing of soil and related resource problems and how best to address them. The
2003 budget request in the conservation area recognizes these developments, as well
as the need to protect the conservation partnership that has evolved over the years
between the Department and conservation districts and farmers.

The budget request for the Natural Resources Conservation Service (NRCS) for
2003 proposes $1.2 billion in appropriated funding, and assumes $1.0 billion in man-
datory funding for the Environmental Quality Incentive Program (EQIP) within the
Commodity Credit Corporation (CCC) baseline, including estimated spending in the
new Farm Bill. The appropriated request includes $787 million for conservation
technical assistance (CTA) which represents the foundation of the Department’s con-
servation partnership, as well as the primary means by which the Department im-
plements many of the critical natural resource programs such as the Conservation
Reserve Program (CRP) and the conservation initiatives that will be called for in
the new Farm Bill.

Addressing the problems associated with polluted runoff from animal feeding op-
erations (AFOs) remains one of the most critical challenges and continues to be a
high priority within the Department. To help AFO operators develop and implement
nutrient management plans, NRCS will increase the level of technical assistance
funding in 2003. Financial assistance that AFO operators might need to implement
the plans will come from the EQIP.

The Department’s 2003 budget request maintains funding for the 348 Resource
Conservation and Development (RC&D) areas now authorized and will also be suffi-
cient to support any new areas authorized in 2002. The ongoing program will con-
tinue to improve State and local leadership capabilities in planning, developing and
carrying out resource conservation programs.

While maintaining and strengthening those conservation programs and activities
that are vital to a healthy natural environment, the 2003 budget ceases funding
those programs that have not performed well, that have a limited scope, or that
have goals that can be better addressed through other programs. The Forestry In-
centives Program falls in this general category and is not to be continued. In addi-
tion, all non-emergency watershed planning and operations funding will be redi-
rected to other higher priority work within NRCS. Although support for regular wa-
tershed operations and planning is being terminated, the 2003 budget does propose
to fund the Emergency Watershed Protection (EWP) program at an appropriated
level of $111 million, which is an amount equal to the 10-year average for EWP
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spending. This would provide an important level of security to rural areas in the
event of sudden and unforeseen natural disasters, and would enable the Depart-
ment to respond to these disasters in a much more timely manner.

Under the Common Computing Environment budget an increase of $13 million is
included for NRCS activities for telecommunications costs, GIS implementation,
cyber-security initiatives and enhanced access for customers.

RURAL DEVELOPMENT

The Administration’s principles for rural development are to recognize the diver-
sity of rural America and the importance of the nonfarm economy to rural commu-
nities; to create an environment that will be attractive to private investors to rural
areas, encourage greater education and technical skills for rural residents, and cap-
italize on rural America’s natural resource base; to protect lives and property
against certain hazards, such as forest fires; to expand rural infrastructure, and to
serve as a coordinator among the various levels of Government and private sector
stakeholders in rural development activities.

USDA'’s rural development mission area has the primary responsibility for admin-
istering programs to meet these principles. The 2003 budget includes over $1.9 bil-
lion in budget authority for rural development programs that would provide almost
$11 billion in loans, grants and technical assistance for a variety of purposes, in-
cluding the financing of electric generation and distribution systems, telecommuni-
cations, water and waste disposal and other essential community facilities, rural
housing, and business and industry. The 2003 budget also includes a request for
about $685 million for the administrative expenses for these programs.

The total amount of budget authority for Rural Development is $2.6 billion, which
is approximately at the 2002 enacted level. However, the budgetary resources have
been realigned so that the 2003 budget allows USDA to efficiently and effectively
meet the needs of rural America. Most programs are funded at approximately the
2002 enacted levels. About 60 percent of the program decreases are due to reduc-
tions in demand. The 2003 budget also reflects the annual changes in subsidy rates
due to different technical and economic assumptions. Funding for Round II Rural
Empowerment Zones and Enterprise Communities Grants and Multifamily Housing
loans for new construction has not been requested.

The telecommunication programs are funded at program levels of $495 million in
direct loans for the regular programs, $50 million in direct loans and about $25 mil-
lion in grants for the distance learning and medical link program, and $80 million
in direct loans and $2 million in grants for the broadband and internet services pro-
gram. These are the same levels as appropriated for 2002 except for distance learn-
ing and medical link direct loans, and broadband and internet services grants. For
the past few years, USDA has requested and received program level funding for
$300 million in direst loans for the distance learning and medical link program. Un-
fortunately, there have been very few applicants because potential applicants are
more interested in the grant program. The reduced level of funding for 2003 is ex-
pected to fulfill actual demand.

As for broadband and internet services, the program was established on a pilot
basis in 2001. The $2 million in program level funding available for grants in that
year was targeted to a few small communities that could not qualify for loans due
to a lack of repayment ability. While there is no lack of demand for grants for this
purpose, the Department believes that communities should bear a substantial por-
tion of the cost of such services, which means the program should focus on loans
rather than grants, as reflected in the budget request for 2003. Further, the Depart-
ment is again proposing that no funding be provided for Rural Telephone Bank
(RTB) loans. The RTB is fully capable of obtaining funds to make loans through
commercial channels which would encourage privatization.

The water and waste disposal program would be funded at a level of $814 million
in direct loans, $75 million in guaranteed loans and $587 million in grants—the
same as appropriated for 2002. This program provides safe drinking water and
waste disposal for rural residents and encourages business and industry to locate
in rural areas which means more jobs and a more diversified rural economy.

The business and industry guaranteed loan program is funded at a program level
of $733 million. This is the same amount that will be available from the 2002 appro-
priations.

The single family program levels for 2003 would support $957 million in direct
loans and nearly $2.8 billion in guaranteed loans—enough to provide about 50,000
homeownership opportunities.

The rural rental housing program would be limited to a program level of $60 mil-
lion in direct loans for repair and rehabilitation and related purposes and $100 mil-
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lion in guaranteed loans for either new construction or repair and rehabilitation.
The Department is concerned about the substantial cost to the Government for rent-
al assistance payments to support its existing portfolio of about 17,800 existing
projects. These projects have an outstanding balance owed of close to $12 billion.
Many of these projects are over 20 years old and in need of repair or rehabilitation.
The Department has already initiated a review of alternatives for servicing the port-
folio. This review will also consider options for making loans for new projects at less
cost to the Government.

RESEARCH, EDUCATION, AND ECONOMICS

To maintain the unparalleled success of U.S. agriculture, it will be necessary to
make investments in research, education, and economics as new challenges confront
the agricultural sector. Continuing to provide a secure food supply and maintaining
and strengthening U.S. farmers’ competitive advantage in world markets within a
restrained budget will require a close assessment of priorities.

The 2003 budget for this mission area totals $2.3 billion. For ongoing programs,
there is an overall net increase of $15 million. There are increases for critical intra-
mural and grant programs, decreases for less critical projects—many of which were
specific congressional earmarks for projects that could be funded through competi-
tive programs—and a reduction of $102 million in the Agricultural Research Service
(ARS) buildings and facilities account following the large appropriations in 2002.

The 2003 budget for ongoing research and information activities in ARS is $1,014
million, a net increase of 3 percent above the 2002 enacted level. The budget in-
cludes an increase of $13 million for emerging, reemerging, and exotic plant and
animal diseases; such as BSE and Food and Mouth Disease (FMD), to protect the
U.S. food supply and increase the product longevity and market quality of agricul-
tural commodities; an increase of $9 million for biobased products and bioenergy
from agricultural commodities, two initiatives that are supported by the President’s
national energy policy; an increase of $6.5 million for global climate change to im-
prove our understanding of carbon sequestration and support other aspects of the
Administration’s climate change research initiative; an increase of $5.0 million to
develop advanced pathogen detection capabilities needed for homeland security; and
several other critical initiatives.

We are pleased that Congress has responded positively to the urgent need for a
modern animal health facility in Ames, Iowa with combined appropriations of $113
million in the regular and supplemental appropriations acts in 2001 and 2002. In
this regard, we are in the process of preparing a report at the request of the Appro-
priations Committees on our estimates of costs for the entire project, the planned
coi{lstruction schedule, and our plans for managing this major, multiagency under-
taking.

The 2003 budget proposal for the Cooperative State Research, Education, and Ex-
tension Service is just over $1 billion. The National Research Initiative (NRI) is
funded at $240 million, representing an increase of $120 million from 2002. The
Federal Government plays a unique role in its support of the basic research needed
to maintain the technology-based competitive advantages we currently enjoy in so
many segments of the economy. In recent years, there have been especially large
increases in Federal commitments for research in support of medicine and national
defense. Unfortunately, commitments for agricultural research have not kept pace
and opportunities to take advantage of some of the Nation’s best university-based
scientific talent are being lost. The budget proposal for the NRI will enhance agri-
culture as a scientific discipline; it will provide opportunities to partner with other
Federal agencies and bring an agricultural perspective to topics of mutual interest;
and it will make a contribution towards encouraging and training the next genera-
tion of agricultural scientists. Formula-based programs for research and extension
are continued at the 2002 level, and the budget provides an increase of $2.4 million
for higher education programs.

The 2003 budget for the Economic Research Service (ERS) is $82 million which
supports the ongoing program of work and provides increases for two initiatives. An
increase of $2.7 million will support the ERS share of the joint effort with the Na-
tional Agricultural Statistics Service (NASS) to improve the Agricultural Resources
Management Survey, known as ARMS, generating more dependable and statis-
tically defensible results and making results available through web-based dissemi-
nation. This national survey of farms provides data and analysis to characterize the
economic conditions and rapidly changing structure of the agricultural sector. ARMS
is the primary source of information about the financial condition, production prac-
tices, use of resources, and economic well being of America’s farmers. As the prin-
cipal source of data, ARMS makes it possible for ERS to answer key questions from
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USDA policy officials, Congress, Executive Branch officials, and other decision mak-
ers about the differential impacts of alternative policies and programs across the
farm sector and among farm families.

An increase of $2 million will support the second initiative on the effects of
invasive pests and diseases on the competitiveness of U.S. agriculture. The results
of this initiative will provide information that can be used to help guide resource
allocation for efforts to exclude and control invasive species. A major portion of this
work will be to assess cost effective means of the public sector in reducing economic
risks to U.S. agriculture from invasive species while preserving economic gains from
trade and travel.

The budget for NASS is $149 million which includes an increase for four initia-
tives. An increase of $15.5 million is requested for the cyclical change in statistical
activities associated with conducting the 2002 Census of Agriculture, with 2003
being the peak in the 5-year cycle. NASS’s portion of the initiative to improve
ARMS is $4.6 million. In addition to improvements discussed previously, this fund-
ing will support research efficiencies to integrate the ARMS program with other
data collection efforts. The NASS request also includes about $5 million in increases
for additional computer security, for development costs to move to electronic collec-
tion of data, and for development of an annual locality based county/small area esti-
mation program to provide statistical data below the State level.

DEPARTMENTAL MANAGEMENT

The Departmental staff offices provide leadership, coordination and support for all
administrative and policy functions of the Department. These offices are vital to
USDA’s success in providing effective customer service and efficient program deliv-
ery. Salaries and benefits often comprise 90 percent or more of these offices’ budg-
ets, leaving them little flexibility to reduce other expenditures needed to continue
their operations. The 2003 budget proposes funding needed to ensure that these of-
fices maintain the staffing levels needed to provide management, leadership, over-
sight and coordination.

These offices also have key responsibilities related to the President’s Management
Agenda and other departmentwide and agency-specific management reforms, which
are crucial to making the Department an efficient, effective and discrimination-free
organization that delivers the best return on taxpayers’ investments. The 2003
budget requests funding to achieve the following management priorities:

As a direct result of the events of September 11, the budget request includes spe-
cific changes to increase the level of security and emergency planning for the De-
partment.

We will continue to streamline the Service Center agencies (FSA, NRCS and RD)
to improve efficiency and customer service. We will also continue our efforts to pro-
vide electronic services to USDA customers. A key element in these plans is the
completion of a common computing environment for the Service Center agencies and
acceleration of our efforts to acquire and use geographic information systems.

We will continue efforts to process employment and program civil rights com-
plaints in the Department in a fair and timely manner and promote a working envi-
ronment in which discrimination against employees or customers is not tolerated.

We will continue to develop departmentwide administrative information systems
so that decisionmakers can receive timely and reliable information on the Depart-
ment’s finances, people and purchases. These systems will also make the Depart-
ment’s administrative operations more efficient by eliminating redundant, stove-
piped and aging information systems. They are critical to the Department’s ability
to achieve and maintain a clean opinion on its financial statements and adequate
computer security.

We will continue to strengthen our information security program to better protect
USDA’s valuable information assets from intrusion and theft. We will also develop
an Enterprise Architecture, which is a key planning and risk management tool for
information technology investments.

We will put more of the Department’s work up for competition and increase the
use of performance-based contracting to generate savings and efficiencies.

We will continue renovations of the South Building to ensure that employees and
customers have a safe and modern working environment.

We are proposing to fund rental payments to the General Services Administration
(GSA) in the budgets of agencies occupying GSA space instead of a central account
in order to hold USDA managers accountable for the full cost of their programs.

The budget also provides increased funding for the Office of the Inspector General
to help it address an expanding workload and provide active assistance to USDA
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agencies. It also provides for reengineering audit and investigative activities,
streamlining operations, and increasing office efficiencies.

That concludes my statement. I look forward to working with the Committee on
the 2003 budget so that we can better serve those who rely on USDA programs and
services.

BIOGRAPHICAL SKETCH OF JIM MOSELEY

Jim Moseley was sworn in as the deputy secretary by Agriculture Secretary Ann
M. Veneman on July 17, 2001.

As the deputy secretary, Moseley will oversee the day-to-day activities of the U.S.
Department of Agriculture, one of the largest and most diverse departments in the
Federal Government. USDA’s mission includes the management of traditional farm
programs, private lands conservation, domestic food assistance, agriculture research
and education, agricultural marketing, international trade, meat and poultry inspec-
tion, forestry, and rural development programs.

Prior to this appointment, Moseley, an Indiana farmer with 32 years of hands-
on farm experience, was the owner of Ag Ridge Farms, which specializes in grains,
and managing partner of Infinity Pork, LLC, which raises hogs. Both are located
in Clarks Hill, Ind.

Moseley has played a key role in developing public policy for agriculture, the envi-
ronment, and natural resources conservation at the state and national levels. From
1989-1990, he served as agricultural advisor to the administrator of the U.S. Envi-
ronmental Protection Agency. Moseley previously served at USDA as the assistant
secretary of agriculture for natural resources and environment from 1990-1992. In
this capacity, he provided leadership to the Forest Service. and the Natural Re-
sources Conservation Service on a variety of issues including endangered species,
old growth forests, livestock grazing on public lands, wetlands, and policy issues re-
lated to the conservation title of the 1990 Farm Bill.

In 1997, he served as chairman of the industry negotiating team for the National
Pork Dialogue. Following the 1995 Farm Bill, Moseley served as a consultant to the
National Association of State Departments of Agriculture, where he worked with
prodﬁcers and NRCS to develop model resource management plans for farmers and
ranchers

From 1993 to 1995, Moseley served as the director of agricultural services and
regulations for the State of Indiana at Purdue University. He also served as a polit-
ical analyst and member of the editorial board of the Farm Journal Publications.
Moseley has held membership in numerous professional and academic organizations
and has received many awards and honors. In recognition of his service and commit-
ment to agriculture, he was voted the National Outstanding Young Farmer of Amer-
ica for 1982.

Moseley was born in Peru, Ind. He holds a Bachelor of Science degree in horti-
culture from Purdue University in West Lafayette, Ind.

PREPARED STATEMENT OF IRA L. HOBBS, ACTING CHIEF INFORMATION OFFICER,
OFFICE OF THE CHIEF INFORMATION OFFICER

INTRODUCTION

Mr. Chairman and members of the Subcommittee, the Department of Agri-
culture—USDA—appreciates this opportunity to share with you our recent progress
and future plans to expand electronic government and cost-effectively use informa-
‘(ciion technology—IT—to improve customer service and make employees more pro-

uctive.

In line with the Clinger-Cohen Act, the Office of the Chief Information Officer—
OCIO—provides USDA agencies with cyber security, IT investment, enterprise ar-
chitecture, and telecommunications policy guidance and oversight. The OCIO is re-
sponsible for managing the IT component of the Service Center Modernization Ini-
tiative and leading the Department’s electronic government—e-Government—pro-
gram. In addition, we provide USDA agencies with department-wide data center
and telecommunications services, and desktop support for the Office of the Secretary
and the USDA National Appeals Division.

PREPARING FOR A CHANGING ENVIRONMENT

The Department faces a changing environment—one filled with new challenges
and opportunities such as consumer-driven agriculture, increasing globalization, and
advances in information and communications technology. These trends, among oth-
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ers, are bringing fundamental changes to the world in which the USDA operates
and fulfills its mission. Technology is reshaping our economy and in turn our soci-
ety. Agricultural production and rural communities are not immune from these
forces. What consumers, nonprofits, and businesses are becoming accustomed to in
terms of electronically enabled convenience and improved service in the private sec-
tor, they are increasingly demanding as citizens and partners from the public sector.
These trends are here to stay and the pace of innovation will only continue to accel-
erate.

In order to remain relevant in this new economy, meet these challenges, fulfill our
social mission, and operate a results-oriented, market-driven enterprise in line with
Secretary Veneman’s vision that is outlined in our Food and Agricultural Policy, the
USDA must embrace this change.

As the stewards of the IT resources Congress provides USDA, my office is working
to help provide the increasingly complex information technology tools that our cus-
tomers and staff require, in a manner that ensures our funds are invested wisely
and protects the integrity and confidentiality of the information we gather and
store.

USDA’S FISCAL YEAR 2003 INFORMATION TECHNOLOGY BUDGET SUMMARY

The Department’s overall budget request for information technology in fiscal year
2003 totals almost $1.7 billion in budget authority; a $200 million increase over the
$1.5 billion that USDA agencies are planning to spend in fiscal year 2002. This re-
quest will fund IT staff, hardware/software purchases, contractor services, tele-
communications, and other infrastructure expenditures. These IT resources support
every aspect of USDA’s programs, from financial systems to program delivery sys-
tems to the infrastructure for our field organizations. This request represents about
3 percent of the total $52 billion proposed for IT investments for the Federal Gov-
ernment.

A snapshot of USDA’s overall request for IT shows almost 25 percent of the pro-
posed total, approximately $410 million, funds entitlements that are distributed to
the States in support of the Food Stamp and the Women, Infants and Children pro-
grams—this includes Advanced Planning Documents and Electronic Benefits Trans-
fer Grants to States. The IT budgets for the Service Center agencies, which include
the Farm Service Agency—FSA, the Natural Resources Conservation Service—
NRCS, and the Rural Development Mission Area—RD—agencies, total approxi-
mately $390 million. In addition to the separate agency budgets, the proposed budg-
et includes a request for about $130 million to support the Common Computing En-
vironment—CCE—infrastructure modernization of these agencies. This combined
total of about $520 million represents about 30 percent of the USDA total IT budget.
Finally, the USDA Forest Service’s IT budget of about $347 million comprises an-
other 20 percent of the Department’s total. USDA IT Capital Planning and Invest-
ment Control The Department manages its IT funds through the IT Capital Plan-
ning and Investment Control—CPIC—process. The Executive Information Tech-
nology Investment Review Board—EITIRB—which is chaired by the Deputy Sec-
retary, is the central CPIC body that reviews, monitors and approves the Depart-
ment’s IT investments. The EITIRB’s review is required by Congress and ensures
that the Department’s major IT investments are aligned with its business processes
and strategic direction, and that the corporate impact of these investments is fully
considered.

In support of the EITIRB, the OCIO continues to strengthen management of the
USDA’s IT investments portfolio by tracking project costs, schedules, risks and ben-
efits, from all agencies, by providing guidance throughout a project’s life-cycle, and
by developing and providing CPIC and project management training for USDA IT
managers.

As a result of these efforts to enable more informed and intelligent investment
decisions on IT capital acquisitions, the President’s first Management Scorecard
rated USDA a “yellow” for Enabling e-Government largely based on our strong IT
CPIC performance. This was one of only two “yellows” awarded government-wide to
large agencies.

STRENGTHENING INFORMATION SECURITY

Last month, the Acting USDA Inspector General testified that “one of the more
significant dangers USDA faces is a cyber attack on its IT infrastructure, whether
by terrorists seeking to destroy unique databases or criminals seeking economic
gain. The Department has numerous information assets, which include market-sen-
sitive data on the agricultural economy and its commodities, signup and participa-
tion data for programs, personal information on customers and employees, agricul-
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tural research, and Federal inspection information ensuring the safety of the food
supply, as well as accounting data. The information and related systems face un-
precedented levels of risk from intentional or accidental disruption, disclosure, dam-
age, or manipulation.”

Today, USDA is only minimally prepared for a natural disaster or cyber attack
targeted to disrupt our critical IT infrastructure. In a review of the Department’s
cyber security program required by Congress in the Government Information Secu-
rity Reform Act—GISRA, the USDA Office of the Inspector General along with the
OCIO found a number of material IT security weaknesses at USDA. The funda-
mental cyber security challenges to USDA include:

—Lack of senior management attention to addressing cyber security

vulnerabilities,

—Inadequate disaster recovery and business resumption capacity,

—Poor integration of information security into the Department’s IT capital plan-
ning process,

—Incomplete risk management and information systems security planning,

—Inadequate information systems security awareness and training for employees,

—Inadequate intrusion detection monitoring and incident reporting, and

—Inadequate supervision over information technology contractor provided serv-
ices.

Despite these continuing challenges, with the resources provided by Congress, we

have made significant progress over the past year. For example:

—A Cyber Security Advisory Council, consisting of senior executive program offi-
cials and IT personnel from across the Department, has been established to pro-
vide broad input into all aspects of cyber security program and policy develop-
ment.

—A comprehensive Cyber Security Architecture is being designed to provide a
much-improved level of network security for current and future delivery of serv-
ices over the Internet.

—Risk Assessments are becoming an integral part of IT management within the
Department. OCIO, together with USDA agency staff, continue to develop
standard tools and procedures for performing these assessments.

—Departmental IT security-related policies and guidance have been issued or
drafted in areas such as mainframe security, incident reporting, information
systems security plan guidance, user ID and password requirements, and pri-
vacy policy on the use of customer information.

—More rigorous security requirements have been included in USDA’s IT CPIC
process to ensure that plans for all new systems identify specific security con-
trols, costs, and schedules.

—Structured training courses are being provided for USDA information security
technicians and managers in a wide range of security disciplines.

—New information security incident reporting procedures that require an analysis
of the incident as well as reports on corrective measures where appropriate
have been established.

—An Enterprise Agreement to provide all agencies with standard information se-
curity tools has enabled the Department to better collect and analyze informa-
tion for risk prediction, risk quantification and risk management.

In addition to these activities, the OCIO has evaluated and rated the information
systems security plans for each USDA agency. We are currently providing our anal-
ysis of these plans to each agency head, and requesting a remediation plan be devel-
oped to correct identified information security weaknesses. We are also requiring
each agency undertake an independent risk assessment of their information security
program this fiscal year.

Similar to our review of agency security plans, the Office of Management and
Budget has reviewed USDA’s information security program, identified weaknesses,
and requested the Department improve its overall cyber security program. We have
already begun revising our project plan for the Department’s cyber security pro-
gram, and are working with the agencies and OMB to ensure the plan balances
OMB expectations with the Department’s priorities and capacities.

Your support of the Department’s central cyber security program is crucial to en-
suring USDA is prepared to recover quickly should a critical information system be
rendered inoperable or unreliable due to an unexpected catastrophe. For fiscal year
2003, the President’s Budget Request includes increases of:

—$5.5 million to implement an information survivability program to minimize dis-
ruptions caused by attempted intrusions, natural disasters, and terrorist at-
tacks. While we continue to improve our intrusion detection system, we recog-
nize that no prevention measures are perfect. Cyber security disaster recovery
and business resumptions tools, procedures, and policies must be developed and
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tested for facilities and operating environments that house USDA’s mission crit-
ical information systems.

—$500,000 to establish the USDA Sensitive System Certification Process to pro-
vide a standard and repeatable process for evaluating the technical and non-
technical security features of an information system. The methodology is meas-
urable and results in documentation and certification activities that hold system
owners accountable for the security of their information assets.

USDA is also cooperating with the White House Office of Homeland Security as
it develops and coordinates the implementation of a comprehensive national strat-
egy to secure the United States against terrorist threats or attacks, including cyber
attacks.

ENTERPRISE ARCHITECTURE

Mr. Chairman, to take our information and information technology management
to the next level, we need your support for our enterprise architecture—EA—initia-
tive. This initiative will enable us to better organize and analyze our business proc-
esses, information needs, and supporting technologies to create a more citizen-cen-
tered, results-oriented, and market-based USDA.

We are focusing our efforts this year on the EA for a number of reasons. An EA
is a requirement of the Clinger-Cohen Act, and is the key to better integrating our
cyber security, e-Government, and telecommunications programs. It will also enable
us to coordinate managing our IT resources in a way that serves our electronically
enabled citizens, while ensuring that our organization and processes are docu-
mented and managed to accommodate the business needs of citizens who are not
able to access USDA electronically.

Further, OMB has identified the lack of a comprehensive EA as a major risk to
successful delivery of all IT programs within USDA. Managers of IT projects cur-
rently under development typically have little understanding of what the future IT
environment will be like when their system is finally deployed. Because an EA de-
velops a shared view of the future IT environment, agency project managers devel-
oping IT programs and projects will have a clearer idea of the direction in which
they must move to align with the direction of the Department. In recent reviews,
the General Accounting Office has identified similar concerns with other Federal
agencies operating without an EA.

For fiscal year 2003, an increase of $15 million is requested to establish the
USDA-wide Enterprise Architecture. An EA that is integrated with key IT manage-
ment activities and processes at the Department level will enable USDA to ensure
that scarce resources are spent wisely, and are aligned with a common vision for
USDA’s IT future.

Building on our previous enterprise architecture efforts, we have developed a plan
that identifies the major goals, activities, tools, and participants to implement an
USDA EA. Our plan includes:

—Developing the architectural components at both the Department and agency
levels (e.g. information about business processes, information collected, systems
used)to collect and use information and the technology that supports the sys-
tems);

—Collecting this information in a central repository to model and analyze the EA;

—Conducting training and awareness sessions to ensure that all EA components
contribute towards an integrated USDA architecture. These sessions will target
multiple audiences across the Department including: program executives, IT ex-
ecutives, architecture program managers and their teams, and agency staff;

—Adding staff years to work with the agencies to ensure cross-Departmental ar-
chitectural consistency; and

—Integrating EA processes with other internal management processes (e.g., IT in-
vestment decisions and information collection reviews). The staff will work on
architecture policy and directives, planning and oversight of agency activities.

The Department’s recent efforts to leverage our economies-of-scale by negotiating
enterprise licensing agreements provide a one tangible example of the benefits to
establishing an EA. Rather than having agencies make individual purchases, during
fiscal year 2001, USDA entered into or renewed seven enterprise or multi-agency
agreements for hardware, software and services. These include agreements for cyber
security tools, Section 508 remediation software, office automation products, and
GIS software and services for the entire Department. We estimate the cost saved
by entering into these agreements at approximately $240 million for the life-cycle
of these products. In fiscal year 2002, enterprise agreements already completed in-
clude statistical analysis and enterprise resources planning software tools, and soft-
ware to support emergency response messaging. Additional efforts are underway to
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complete or consolidate agreements for database software tools, anti-virus software,
and network routing and switching hardware, software and support services. These
agreements benefit the entire Department by reducing staff required to support ac-
quisitions, streamlining training and support requirements, and reducing costs.

While we have made significant progress in establishing enterprise agreements
without the benefit of an EA, we can do much more once we establish our architec-
ture and are able to look across the Department for additional opportunities. We
expect these opportunities to come not only from enterprise agreements for hard-
ware, software and services, but also from the ability to identify duplicate processes
and to work with agencies to develop shared processes and shared systems. Some
of this is already underway under the auspices of the e-Government program, and
will be enhanced by our EA.

A shared vision of our future business and IT environment, modeled in the Enter-
prise Architecture, will ensure that we are selecting the best mix of information and
information technology investments to deliver USDA’s future programs and services.

SERVICE CENTER MODERNIZATION INITIATIVE—INFORMATION TECHNOLOGY

Mr. Chairman, the Service Center Modernization Initiative—SCMI—remains
among the USDA’s highest IT priorities. This initiative, which includes the Common
Computing Environment—CCE, is a major cornerstone of our modernization and
technology improvement efforts. It is rapidly breaking down the technology barriers
of the old legacy systems in the Service Center agencies to provide a common tech-
nology infrastructure that enables use of modern processes, maximizes shareability
of information, supports electronic access by customers, provides better and more ef-
ficient services, and supports our goal of one-stop service. The CCE is the most visi-
ble and far reaching IT modernization at USDA. The technology infrastructure will
support about 50,000 USDA employees, volunteers and partners over three mission
areas delivering over $55 billion annually in services.

The CCE incorporates common data definitions, structures and warehouses; open
market office software; use of Geographic Information Systems—GIS; use of the
Internet and the adopting of modern programming languages and scalable systems
to ensure long-term interoperability and support for current and future program de-
livery.

The Office of the Chief Information Officer continues to provide direct manage-
ment and oversight of information technology resources provided by Congress under
the CCE fund for this initiative. We rely heavily on the IT leaders and personnel
of the three partner agencies working with OCIO executive and project management
staff to plan and implement the CCE. Employee unions and associations are also
fully involved and add valuable field insight to the process. Although this process
has served us well in the design, acquisition, and deployment of the CCE tech-
nologies, long-term success will depend upon the establishment of an integrated IT
support staff to operate and maintain the shared technology infrastructure.

Through the end of fiscal year 2001, about 70 percent of the planned CCE tech-
nology investments were made and several reengineered business processes were ei-
ther deployed, or in the final stages of testing. The standardization of the IT infra-
structure 1s well under way and will be completed within the next 18 months. The
new infrastructure is flexible and built around maximizing the ability to share ap-
propriate information both within USDA and with other Fderal, State and local
agencies, USDA customers and the private sector. Our progress to date includes a
number of significant accomplishments:

—An integrated technology architecture has been developed, tested and piloted.

—An interagency IT management structure operating under OCIO has been put

into place to oversee the implementation of the CCE along with an OCIO
project management office.

—A Blueprint Plan for CCE has been developed.

—An Integrated Project Plan has been developed.

—Shar:lald,dintegrated phone systems and local and wide area networks have been

installed.

—Wiring to support future technologies has been installed in local offices.

—Internet access for most employees has been provided.

—A shared Interoperability Lab and test facility has been established.

—About 45,000 modern/interchangeable and security capable workstations have

been acquired.

—Common office automation—word processing, spreadsheet, etc.—software has

been provided that is compatible with customer and partner software.

—Over 9,000 modern and shareable printers have been acquired.

—A shared help desk support system has been established.
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—Three Web Farms built around common technologies have been implemented to
support Web-based applications and e-Government implementation.

—A common GIS Enterprise Software License has been acquired.

—Common security tools, data management approaches and configuration man-
agement processes have been implemented.

—A migration platform—AS 400—for FSA has been acquired and installed to sup-
port rewriting of COBOL applications to the new CCE languages.

—Shared Network Servers to support common e-mail, remote systems manage-
ment, local data storage and security enhancements have been acquired.

—Limited numbers of digital cameras and global positioning units were purchased
and contracts put in place for future acquisitions.

As we have moved forward with the CCE, we have taken advantage of market
trends, enterprise license approaches and volume buying to significantly reduce the
cost of implementation. CCE contracts typically result in substantial discounts off
of prices paid by other Fderal agencies. Total capital investment costs for the CCE
are currently projected to be almost 40 percent less than the low-end estimate devel-
oped in the original business case. In dollar terms, that is about $290 million in re-
duced costs. Additionally, as CCE initiates contracts, other USDA agencies often
participate, which increases volume, reduces unit costs and moves all of USDA to-
wards common technology tool sets. A good example of this was the establishment
of a USDA-wide Enterprise License for GIS software which resulted in extremely
deep discounted pricing for the CCE, the Forest Service and other USDA agencies.

During the current fiscal year a number of key activities are planned which will
t?kg the CCE to 90 percent completion by the end of the year. These activities in-
clude:

—Network Servers and remaining workstations purchased in fiscal year 2001 will
be fully deployed thereby providing enhanced security, a shared and robust e-
mail system, ability to manage and monitor IT systems from a central location
and enhanced local data capabilities.

—A GIS strategy will be updated and integrated with the government-wide
geospatial initiative underway through the Administration’s Quicksilver initia-
tive, and all remaining CCE architecture issues will be finalized.

—The Service Center telecommunications capabilities will be significantly en-
hanced to support growing numbers of Web-based applications and to meet e-
Gov and e-File requirements.

—Shared application servers will be acquired and deployed to support GIS and
other new program applications.

—Investments will be made in data warehouse, data centers, disaster recovery,
security components and the Web farms to support internal and external data
sharing and electronic services.

—Employees will be trained in the new technologies.

Even as the new CCE technologies are being rolled out, the Service Center agen-
cies are working to retool their program applications and create new shared applica-
tions that will run on the new infrastructure. The Secretary recently announced the
deployment of one of these—The Service Center Information Management System—
SCIMS—which is a shared database of common customer information. All Service
Center agencies will use this common database, and customers will no longer have
to give name changes, address changes, etc., multiple times to participate in dif-
ferent programs. Other reengineered applications such as the customer service tool-
kit, a common land unit GIS application, natural resources data gateway, an office
information locator, a shared human resource application and others have already
been developed, tested, and deployed on the CCE system. Many others are in devel-
opment and testing and will be deployed over the next several months. The CCE
provides the common infrastructure that enables these new and more efficient appli-
cations.

Your continued support of this initiative is essential for completion of the CCE
and the timely, high-quality services that it will help bring to USDA customers. For
fiscal year 2003, the President’s Budget requests $133 million for the CCE account,
which is an increase of $73.8 million over the $59.4 million appropriated in fiscal
year 2002. This budget proposal includes in the central CCE account not only the
funding needed to complete and maintain the core CCE technologies, but also a
number of increases for the Service Center agencies’ specific needs to ensure that
those activities are fully coordinated. The fiscal year 2003 funding will be used as
follows:

The $59.4 million base level funds will be used to complete the acquisition and
deployment of the core CCE infrastructure and begin a regular “refresh” cycle of re-
placing CCE components as they reach the end of their lifecycle. This will allow us
to purchase all remaining peripheral devices such as plotters, printers, GPS units,
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digital cameras, etc., that are needed by field staff to fully optimize the use of the
CCE technologies. We will also replace the first 16,500 CCE workstations purchased
in late 1998 and, by continuing regular replacement of aging equipment, avoid high
maintenance costs and obsolescence in the future.

The $73.8 million increase for specific agency needs will be used for a variety of
modernization costs including the acceleration of GIS implementation, systems mi-
gration/modernization, shared applications, increased telecommunications and other
operating costs, security and eGovernment related work. Specifically:

—$32.8 million will be used to acquire GIS imagery, digitize land unit and nat-
ural resources information, build GIS data warehouses, support GIS application
development and train employees in the application of GIS technologies to pro-
gram delivery. While the CCE provides the infrastructure to implement GIS,
the data applications and training are necessary to fully utilize this capacity
and provide the increased efficiencies and better products that this technology
will support.

—$10.8 million will be used to continue FSA’s modernization of its Financial Man-
agement Information System—FMIS—and the Farm Loan Program—FLP—sys-
tem. These new centralized systems will include electronic access by employees
and customers.

—$10.2 million will be used for increased telecommunications costs resulting from
the move to more Web-based applications, central databases, and e-Government
activity. While the central Web-based applications and databases are more effi-
cient and allow greater use, re-use and sharing of applications and data, they
do result in additional telecommunications needs and costs.

—$4.8 million will be used to continue implementation of the shared Service Cen-
ter Information Management System or SCIMS. Additional features will be
added to the application fielded early this year and subsidiary systems will be
linked to this shared database. When fully implemented, this system will pro-
vide immediate access to eligibility and payment limitation information which
will eliminate delays and allow for more timely service.

—$4.0 million will be used for across-the-board SCA projects to implement e-Gov-
ernment. This would be directed towards shared applications and tools needed
by all three agencies to implement these activities.

—The remaining $11.2 million would be used for security, Web Farm support, leg-
acy systems operations and maintenance, and for shared Service Center Mod-
ernization costs previously funded under FSA with non-recurring funds.

The fiscal year 2003 budget request represents a significant milestone for our
modernization efforts. With it, we complete the implementation of the long-term ob-
jective of having an integrated technology infrastructure for our Service Center
agencies. We will also begin a regular refreshment of that infrastructure such that,
never again, do we allow the technology support of these agencies to reach the out-
dated state of the stove pipe technologies that existed when we began this effort.
Additionally, we will expand the successful model that we have used to manage the
CCE to include similar oversight and coordination of new agency specific IT activi-
ties that need to be better integrated and leveraged for the benefit of our program
delivery and our customers.

ELECTRONIC GOVERNMENT

Electronic Government—e-Government—is about more than technology; it is
about fundamentally transforming how USDA delivers its information and services.
At USDA, this transformation is being driven by the President’s emphasis on ex-
panding e-Government to improve customer service, make employees more produc-
tive, and save taxpayer dollars, and the Congress’ mandate to action through legis-
}_jg‘iiog such as the Government Paperwork Elimination Act and the Freedom to E-

ile Act.

E-Government solutions are necessary for the Department to meet many of the
challenges we now face, which include:

—Transformations in industries that the USDA supports and regulates;

—The need to “do more with less;”

—A new focus on market-driven policies and programs;

—An emphasis on results-oriented solutions that require unified approaches to
easily collaborate, share information and manage the organization’s knowledge;
and

—Increasing expectations from customers, private and public sector organizations
and employees.

USDA’s customer groups are currently online in impressive numbers. According

to the National Agricultural Statistics Service, 41 percent of farmers are online;
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close to the 44 percent of the total U.S. population that used the Internet in 2001—
based on information from Jupiter Research. And while Internet use by both low-
income Americans and rural residents lags behind other groups, Internet use by
both groups has grown quickly. Rural Internet use grew by over 70 percent from
1998-2000, and low-income use has grown by 80 percent over the past year—the
fastest growth rate of any income group. Furthermore, 89 percent of all children
have Internet access at home or school. The statistics are sited from the Current
Population Survey/August 2000, U.S. Department of Labor/U.S. Census Bureau.

Similarly, USDA’s major partner organizations have pervasive Internet access.
Ninety-eight percent of research and academic partners are online and 90 percent
or more of banks, insurance companies, governments, and major agribusinesses are
online as well.

To meet growing customer demand, several USDA agencies are already imple-
menting innovative e-Government initiatives. USDA is considered a government pio-
neer in providing some information and services—such as benefits, food safety infor-
mation for consumers, and loans—electronically through customer cards/electronic
benefits transfer (EBT), call centers, and the Web. The USDA Meat and Poultry
Hotline, the Agriculture in the Classroom educational partnership initiative, the
Unified Export Strategy and Laboratory Electronic Application for Results Notifica-
tion Web-based applications are just a few examples of USDA e-Government suc-
cesses.

Building on this foundation, USDA has launched a Department-wide e-Govern-
ment Program that is managed by an interagency e-Government Executive Council,
under the leadership of the Deputy Secretary and the OCIO. Chaired by USDA’s
recently named Associate Chief Information Officer for e-Government, the Executive
Council is finalizing an e-Government strategic framework that incorporates the vi-
sion, goals, marketing, and tactical activities to support our transition away from
solely traditional paper-based processes and single-agency service delivery ap-
proaches. USDA’s e-Government Strategic Plan establishes a comprehensive vision
and direction for the Department and its agencies for the next 5 years (fiscal year
2002-2006). The Strategic Plan was developed to:

—Incorporate and align e-Government with annual performance and business op-

erating planning and budgeting processes;

—Build on USDA’s current capabilities and efforts;

—Share USDA best practices;

—Break down organizational silos by taking a citizen-centered view of the deliv-
ery of our programs and services;

—Avoid redundant approaches and save money by looking for opportunities to
unify systems and collaborate across USDA agencies, enterprise-wide and with
other Federal departments, including the “Quicksilver” initiatives under the
auspices of Office of Management and Budget;

—Prioritizg opportunities, devoting resources to opportunities with the largest im-
pact; an

—Create a sense of ownership and shared vision for the Department as a means
to fostering cultural change.

Through the cooperative efforts of USDA’s e-Government leaders in all mission
areas, we are implementing the USDA e-Government Strategy. We are identifying
key interdepartmental, enterprise-wide, cross-mission area and cross-agency oppor-
tunities for achieving USDA’s e-Government goals and objectives, including USDA
“smart choices”—projects which will begin our journey to achieving USDA’s e-Gov-
ernment goals and those of broader government-wide efforts.

Integrated into the plan is USDA’s compliance with the Government Paperwork
Elimination Act. Further, progress made by the Service Center agencies in address-
ing the requirements of the Freedom to E-File Act during the first quarter of fiscal
year 2002 includes deployment of a large portion of the technology required for agri-
cultural producers to access and submit information to the Department via the
Internet. The Risk Management Agency approved the E-File implementation plans
for 17 of the 18 crop insurance providers.

Realizing the Department’s vision and achieving USDA’s e-Government goals will
require executive leadership and support, the resources to make significant infra-
structure and technical improvements, participation from USDA’s partners, and
most of all, the commitment and hard work of all USDA employees.

IT WORKFORCE PLANNING

Implementing e-Government solutions and managing our IT resources effectively
will require recruiting and retaining highly skilled IT employees. Towards this end,
the USDA IT human resources communities continue to collaborate to improve the
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professional development of USDA’s IT workforce. Two specific initiatives underway
include the analysis of a survey to assess the core competencies required by USDA
executive and senior IT managers, and the implementation of the new Office of Per-
sonnel Management IT job classification standard to better recruit employees with
the skills USDA requires to deliver programs today and into the future.

OCIO WORKING CAPITAL FUND ACTIVITIES

The OCIO manages the USDA National Information Technology Center—NITC—
headquartered in Kansas City, Missouri, with a software development facility in Ft.
Collins, Colorado, and a support office in Washington, D.C. The NITC, with a $56
million budget funded by USDA’s Working Capital Fund, provides innovative, cost-
effective and secure information technology solutions to support the specific mis-
sions of USDA’s agencies. NITC also provides computer services to the Federal Avia-
tion Administration, the General Services Administration, and other government cli-
ents on a reimbursable basis.

The OCIO also operates the Department’s long distance telecommunications net-
work, which like the NITC, is funded by the USDA Working Capital Fund. Working
in collaboration with the agencies, we are redesigning this network to ensure it pro-
vides provide cost-effective, secure, and reliable services to USDA programs 25
hours a day, 7 days a week.

CONCLUSION

Mr. Chairman, members of the Committee, the Department of Agriculture faces
critical challenges as it transitions into this new e-Government era of providing
services to our customers online. To meet these challenges, we are strengthening
our Cyber Security program to better protect our growing information assets, and
we are coordinating a Department-wide e-Government effort to ensure customers
and staff can easily access and use these new Internet-based services.

We are also focusing on the Service Center Modernization Initiative, which will
bring USDA’s county offices into the 21st century while reducing the burden on our
customers. The Common Computing Environment is key to effectively modernizing
the services we deliver to farmers, ranchers, and other customers of our Service
Center agencies. This effort continues to be among the Department’s highest infor-
mation technology priorities.

Finally, by strengthening the overall management of USDA’s IT resources
through the development of an Enterprise Architecture, we will be well on our way
to realizing the benefits envisioned in the Clinger-Cohen Act. We ask for your sup-
port for these initiatives, and look forward to working with you in the Congress to
achieve these important objectives.

PREPARED STATEMENT OF JAMES MICHAEL KELLY, ACTING GENERAL COUNSEL,
OFFICE OF THE GENERAL COUNSEL

INTRODUCTION

Mr. Chairman and members of the Subcommittee, I am pleased to have this op-
portunity to provide you with an overview of our agency and to address some of the
current activities and issues facing the Department.

MISSION

The Office of the General Counsel (OGC) is the law office for the Department. As
an independent, central agency within the Department, OGC provides legal advice
and services to the Secretary of Agriculture and other officials of the Department
of Agriculture with respect to all USDA programs and activities.

ORGANIZATION

OGC’s services are provided through 12 Divisions in Washington and 18 field loca-
tions. The headquarters for OGC is located in Washington, D.C. The Office is di-
rected by a General Counsel, a Deputy General Counsel, a Director for Administra-
tion and Resource Management, and six Associate General Counsels. The attorneys
located in headquarters are generally grouped in relation to the agency or agencies
served. Our field structure consists of five regional offices, each headed by a Re-
gional Attorney, and 13 branch offices. The field offices typically provide legal serv-
ices to USDA officials in regional, State, or local offices.
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CURRENT ACTIVITIES AND ISSUES
INTERNATIONAL AFFAIRS AND COMMODITY PROGRAMS

During fiscal year 2001, OGC provided and, in 2002 continues to provide, a sig-
nificant amount of assistance with respect to commodity loan, producer income and
production adjustment programs authorized by various statutes, including the Agri-
cultural Adjustment Act of 1938, the Commodity Credit Corporation (CCC) Charter
Act, the Food Security Act of 1985, and the Federal Agriculture Improvement and
Reform Act of 1996. The assistance provided during the past fiscal year also ex-
tended to a number of ad hoc programs provided in several acts, primarily the Agri-
culture, Rural Development, Food and Drug Administration, and Related Agencies
Appropriations Act, 2001, and Public Law 107-25. This required extensive review
of, and assistance in, drafting numerous regulations and program documents for
these new programs which included assistance for producers of cottonseed, tobacco,
dairy, oilseeds, peanuts, honey, wool and mohair, and livestock.

In addition, recent legislative efforts also produced extensive OGC involvement in
rule-making and other program efforts related to: (1) a disaster program for pro-
ducers of commodities affected by adverse weather conditions; (2) new provisions to
implement the revision of the United States Warehouse Act; (3) the development of
new programs to help encourage the production of wheat gluten and related prod-
ucts; (4) a Payment-in-Kind (PIK) diversion program to encourage farmers to divert
acreage from sugar production in return for a payment from CCC from its supplies
of excess sugar; (5) assistance to producers for losses of water in the Klamath Basin
region; and (6) a potato diversion program. In addition, OGC attorneys continued
to be involved in the handling of the Starlink corn crisis by assisting in the estab-
lishment of a program to purchase tainted seed corn in order to reduce the amount
of Starlink corn in production in 2001. OGC also provided substantial assistance to
the Foreign Agricultural Service (FAS) and the Farm Service Agency (FSA) with re-
spect to legislative proposals to streamline and simplify commodity acquisitions for
use in various foreign and domestic commodity programs.

With respect to FAS, OGC has been involved in the implementation of a number
of major international trade and foreign assistance initiatives. During fiscal year
2001, OGC was involved in: (1) the current round of World Trade Organization
(WTO) Agriculture Agreement negotiations; (2) negotiations to create a Free Trade
Area of the Americas; and (3) providing assistance relating to the Codex
Alimentarius Commission. OGC attorneys participated in various WTO activities in-
cluding consultations, panel considerations, appeals, and arbitrations involving var-
ious trade disputes. These involved: (1) Korea’s dual retail system for beef imports;
(2) Chile’s price band system and safeguard measures relating to certain agricul-
tural products; (3) ensuring the European Union’s compliance with the WTO deci-
sion striking the ban on imports of meat produced with growth-promoting hormones;
(4) Japanese phytosanitary issues; and (5) Canadian dairy export subsidies and ac-
cess for U.S. products. OGC continues to be actively involved in other FAS program
areas such as providing legal advice for the export credit, supplier credit, and facili-
ties guarantee programs. OGC was extensively involved in negotiations on export
credits and credit guarantees in agriculture that took place under the auspices of
the Organization for Economic Cooperation and Development. In addition, OGC has
been heavily involved in the interagency process relating to the liberalization of U.S.
sanctions on trade in agricultural commodities and products. During the past year,
OGC has also been involved in the implementation of a large number of foreign as-
sistance agreements under which agricultural commodities are donated, including
surplus agricultural commodities acquired by CCC. The implementation of these
agreements involves extensive review of draft agreements, commodity procurement,
ocean transportation issues, and cargo loss and damage claims. In the area of inter-
national food assistance, OGC reviewed and helped draft numerous agreements with
private voluntary relief organizations, the World Food Program of the United Na-
tions, and various foreign governments. This assistance included a combination of
donations and concessional credit sales of grains, oilseeds, and other U.S. agricul-
tural commodities. OGC also assisted the Department of Justice in pursuing admi-
ralty claims for cargo loss and damage arising in connection with food aid shipments
and defended the Department in a number of lawsuits brought by shipping compa-
nies that were challenging contracts for the ocean transport of the food aid. Fiscal
year 2001 and 2002 activities also include implementation of the President’s Global
Food for Education Initiative under section 416(b) of the Agricultural Act of 1949
and consulting with Congressional committees on legislative changes to this activity
and food aid authorities generally.
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FOOD AND NUTRITION DIVISION

With respect to USDA’s domestic food assistance programs, OGC has been heavily
involved in efforts related to the review of proposed legislation and the implementa-
tion and enforcement of new legislation aimed at welfare reform and other program
improvements, as well as the ongoing program integrity and compliance initiatives.
We expect the demand for legal services in connection with these activities to re-
main constant in fiscal year 2002 and 2003.

More specifically, during this past year, OGC attorneys worked closely with the
Food and Nutrition Service (FNS) to provide legal review of major Food Stamp Pro-
gram regulatory amendments to implement provisions of the Personal Responsi-
bility and Work Opportunity Reconciliation Act of 1996 (PRWORA) (as amended by
the Omnibus Consolidated Rescissions and Appropriations Act of 1997), the Bal-
anced Budget Act of 1997, the Agricultural Research, Extension, and Education Re-
form Act of 1998 and the Agriculture Risk Protection Act of 2000. Extensive legal
assistance was also provided with respect to implementation of a provision of the
William F. Goodling Child Nutrition Reauthorization Act of 1998 which provides
Child and Adult Care Food Program (CACFP) benefits to a new group of eligible
participants (i.e., at risk youth in after school programs). OGC also played a signifi-
cant role in drafting legislation to clarify the Secretary’s authority to make grants
and provide statutory waivers for demonstration projects designed to improve the
delivery of nutrition benefits in the Food Stamp Program.

In fiscal year 2001, OGC provided legal assistance in the development and review
of proposed Farm Bill legislation which would: provide for transitional food stamp
benefits for families moving off the welfare programs for up to 6 months following
the cessation of a household’s cash assistance payments under the Department of
Health and Human Services’ Temporary Assistance to Needy Families program;
continue the supply of commodities to the Emergency Food Assistance Program and
expand the use of accompanying administrative funds to cover storage of commod-
ities prior to distribution by State and local authorities; establish the Hunger Fel-
lowship Program designed to develop and encourage talented individuals to initiate
and administer solutions to the hunger problem nationally and internationally; ex-
clude from the household income calculation in the Food Stamp Program the hous-
ing allowances provided to troops and their families living in private housing pro-
vided by the military on or near military bases; extend the Senior Farmers’ Market
Nutrition Program; and provide free fresh fruits and vegetables for consumption
outside regular school meal service periods by students at elementary schools
through a pilot program in a number of localities. OGC also reviewed proposed legis-
lation to amend the PRWORA to provide Food Stamp benefits for qualified alien
children. The proposed legislation would also amend PRWORA to provide that work-
ing immigrant families qualify for Food Stamp benefits after working sixteen quali-
fying quarters as opposed to forty qualifying quarters of coverage (as defined under
title II of the Social Security Act), as currently required by PRWORA.

During fiscal year 2001, OGC assisted in the defense of several legal challenges
to the domestic food assistance programs. Among other issues, Litigation was
brought regarding State implementation of certain welfare reform provisions initi-
ated by PRWORA. The challenge concerned the Secretary’s interpretation of provi-
sions in PRWORA affecting the Food Stamp Program eligibility of Micronesians liv-
ing in the United States. Other challenges were brought concerning: the manner in
which an FNS administrative review was conducted in a matter involving a deter-
mination of serious deficiency of a sponsor in the CACFP based on an audit done
by Office of Inspector General (OIG); USDA’s discretion in permitting flexibility in
the implementation by State food stamp agencies of the provisions of a final rule;
settlement negotiations of a class action lawsuit involving State Agency referral of
Food Stamp Program recipient claims for collection through the Treasury Offset
Program of the U.S. Department of the Treasury; and, again with respect to the
CACFP, OGC has been working with counsel for several States in pursuing Federal
and State administrative claims arising from audits performed by OIG. Finally,
OGC provided significant legal assistance in seeking judicial recognition of the
credibility and weight of evidence derived solely from data generated through the
Food Stamp Program electronic benefit transfer system in cases involving the with-
drawal of the authorization of retail food stores to accept and redeem food stamps.

With respect to program regulations, OGC reviewed a substantial final rule imple-
menting the Non-Citizen Eligibility and Certification Provisions of PRWORA, which
involved numerous significant modifications in the Administration of the Food
Stamp Program. OGC also provided significant legal advice regarding two rules
changing the National School Lunch and School Breakfast Programs to address
foods of minimal nutritional value and to require participating schools to identify
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blended beef, pork, poultry and seafood products. Substantial legal guidance was
also provided in connection with the rule providing for the treatment of food deliv-
ery systems under the WIC program.

OGC frequently assisted in furthering the program integrity objectives of the nu-
trition assistance programs. The Office worked closely with Department officials en-
gaged in evaluating and sanctioning States for their performance in administering
the Food Stamp Program under that Program’s quality control system.

OGC also provided formal and informal advice on a number of issues affecting the
efficient Administration of the food assistance programs. The Office provided coun-
sel regarding the legal issues affecting the consideration of demonstration project
proposals to privatize certification functions in the Food Stamp Program. OGC also
provided legal advice on the limitations applicable to the waiver of single State
agency requirements as authorized under the Intergovernmental Cooperation Act of
1970. Finally, OGC worked diligently in providing legal advice to assist in the ef-
forts resulting in emergency food assistance for victims of the September 11 ter-
rorist attacks in New York.

REGULATORY AND MARKETING PROGRAMS

The Department’s food safety programs and responsibilities are exceptionally im-
portant to American agriculture and to American consumers. OGC attorneys are
committed to providing the most effective and comprehensive legal assistance pos-
sible to these critical programs. We will continue to work closely with the Food Safe-
ty and Inspection Service as it addresses an array of important issues over the next
few years.

We will provide the strongest possible support to the agency, in light of the court
ruling in the Supreme Beef litigation, to ensure that meat, poultry, and egg product
safety are not adversely affected by that decision. OGC participates fully in the
agency’s continuing work to enhance the implementation of the Hazard Analysis
and Critical Control Points (HACCP)/Pathogen reduction regulations and on the
HACCP-based inspection models project (HIMP) which is testing new inspection
models that the agency believes will lead to more effective inspection, improved food
safety, and better use of agency resources. We have worked closely with the Depart-
ment of Justice over the last year to defend the HACCP regulations and FSIS’ stat-
utory authority to use the HIMP project’s inspection models in a lawsuit brought
by the American Federation of Government Employees, the Community Nutrition
Institute, and several FSIS meat inspectors. The validity of the revised HIMP
project was approved by the Federal district court and the case was appealed for
a second time by the plaintiffs. The matter case was argued in January 2002, and
we are awaiting the court of appeals decision.

OGC also provides comprehensive legal support to FSIS’ rulemaking activities.
Our attorneys work with FSIS staff from the earliest stages of these agency policy
development activities, serving on an array or agency working groups and regula-
tion development teams, involved with such projects as the BSE Risk Assessment
Working Group, the inspection of imported exotic species, an egg products inspection
task force, and a performance standards working group. We have also assisted in
the development and preparation of the agency’s many rulemakings that have in-
cluded, over the last year, proposed requirements for Listeria control, procedures for
notification of new technologies, the revision of chilling time and temperature re-
quirements for ready-to-cook poultry, and establishment of mandatory inspection of
ratites and squab.

We also devote considerable resources to the agency’s field operations activities
and to FSIS’ compliance and enforcement programs. We have worked with the agen-
¢y in its continuing efforts to improve its recall assessment procedures, to enable
the sharing of recall information with State and other Federal agencies, and to im-
prove the use of epidemiological evidence in recall situations. OGC attorneys also
partner very effectively with agency officials, with the Office of the Inspector Gen-
eral, and with the Department of Justice to ensure the prompt and successful pros-
ecution of criminal, civil, and administrative cases involving violations of the meat,
poultry, and egg products inspection laws and to prevent the distribution of adulter-
ated, misbranded, or uninspected products.

Safeguarding the animal and plant health of the United States is a matter of
paramount importance to the Department. OGC has partnered effectively with the
Animal and Plant Health Inspection Service (APHIS) for many years in carrying out
these program responsibilities and will continue to do so in the future. APHIS’ re-
sponsibilities have become vastly more complex, requiring not just effective safe-
guarding measures to prevent the introduction and dissemination of animal diseases
and plant pests, but programs to ensure the safe and smooth entry of people and
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goods into the United States, and the facilitation of agricultural trade in compliance
with our international obligations. Similarly, OGC’s responsibilities and the de-
mands for timely and effective legal support of APHIS inspection and regulatory ac-
tivities have increased as well. A new Plant Protection Act was passed in June 2000.
We have worked closely with APHIS on the implementation of the new law. In addi-
tion, we have been extensively involved in APHIS’ response to the safeguarding re-
view of its Plant Protection and Quarantine activities conducted by the National
Plant Board, and will be required to dedicate significant resources to APHIS as it
considers and implements improvements based on a similar review of its animal
health and disease prevention programs.

We have an exceptional relationship with APHIS program officials and with their
regulation development staff, and we have worked very closely with them in connec-
tion with an array of voluntary cooperative programs and rulemaking activities that
included rules for the regulation of sheep and goats for scrapie, rules dealing with
bovine tuberculosis, pseudorabies in swine, and with respect to plant health issues,
regulations for plum pox, oak mortality syndrome, citrus canker, Karnal bunt, nox-
ious weeds, and the glassy winged sharpshooter. In connection with the facilitation
of international trade, our attorneys provided effective support for APHIS activities
related to the development of rules that will allow agricultural commodities to enter
U.S. markets while ensuring that America’s agricultural resources are not impaired
and that plant and animal health in the U.S. are not comprised. These regulations
have covered requirements for an array of commodities ranging from fruits and
vegetables to animals and animal products. They include the regulation of animals
and animal products designed to enhance the barriers to bovine spongiform
encephalopathy (BSE) or Mad Cow Disease, and to prevent the introduction of foot-
and-mouth disease.

We also dedicated substantial resources to defending APHIS program activities
and regulations in the Federal courts, including a challenge to the Department’s au-
thority to order disposal of sheep in Vermont which were diagnosed with a trans-
missible spongiform encephalopahty (TSE), and challenges by domestic producer
groups to APHIS regulations allowing the importation of citrus from Argentina and
avocados from Mexico. We also handle a broad caseload of administrative cases on
behalf of APHIS to enforce its regulations. These cases have included prosecutions
for violations of the standards for accredited veterinarians, the illegal importation
of plant and animal products, violations of the regulations governing the interstate
movement of various plants, animals and plant and animal products, and the fal-
sification of phytosanitary certificates.

During fiscal year 2002, OGC anticipates expending substantial resources in con-
nection with the Horse Protection Act program. OGC attorneys serve as agency
counsel in administrative enforcement actions brought under this statute. In fiscal
year 2001, OGC initiated 30 enforcement cases, and we expect to initiate approxi-
mately the same number of cases in 2002. OGC will also continue to provide assist-
ance and counsel to APHIS in connection with the training of Veterinary Medical
Officers and in connection with issues relating to APHIS’ multi-year Operating Plan
for the horse show industry.

OGC provided significant legal services to APHIS in connection with enforcement
of the Animal Welfare Act (AWA). In fiscal year 2001, OGC initiated 57 administra-
tive enforcement cases and we expect fiscal year 2002 referrals to remain at or ex-
ceed that level. We also provided assistance to APHIS in a number of rulemaking
dockets concerning marine mammals held in captivity, confiscation of suffering ani-
mals, licensing requirements for applicants, and guidelines for handling dangerous
animals. OGC attorneys also provided training to APHIS personnel in connection
with the AWA program.

In the past year, OGC has provided extensive legal services to the Agricultural
Marketing Service (AMS) in various matters and will continue to work closely with
AMS in the year ahead. OGC continues to provide assistance in rulemaking and re-
lated litigation involving Class III and IV milk pricing. A recommended decision was
issued in November 2001 and it is anticipated that a final rule will be issued in
early 2002. OGC also assisted AMS in several regional hearings to review pooling
standards in milk orders and these will continue in fiscal year 2002.

OGC has been heavily involved with research and promotion program issues. As
a result of the Supreme Court’s decision in United States v. United Foods, Inc.,
which held that the imposition of mandatory assessments upon handlers of fresh
mushrooms to fund generic mushroom advertising violated the First Amendment be-
cause it required handlers to subsidize commercial speech with which they dis-
agreed, a proliferation of litigation has occurred involving challenges to other pro-
grams. Administrative challenges to milk, watermelon and honey research and pro-
motion programs are currently pending. In addition, two cases challenging the beef
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promotion program, and one challenging the pork promotion program, are pending
in the U.S. District Courts, and three others, filed by beef importers, are pending
in the U.S. Court of International Trade. There is also an administrative challenge
to the advertising program conducted under the California tree fruit marketing
order. In addition to the litigation involving the constitutionality of these programs,
OGC worked closely with the Agricultural Marketing Service in connection with de-
velopment and publication of proposals for new programs for avocados and lamb.

OGC continues to assist AMS in connection with the implementation of the Or-
ganic Standards program. The final rule became effective February 20, 2000, and
the program will be fully implemented October 21, 2002. During this implementa-
tion period, OGC has provided and will continue to provide legal advice and assist-
ance on numerous issues such as peer review panel procedures, treatment of non-
covered agricultural products, the provision of reasonable security, and equivalency
issues. In addition, AMS will need to conduct rulemakings in connection with a
number of issues which were not covered in the previous rulemaking, and OGC will
provide assistance in connection with them.

In the Trade Practices area, we provide legal services under the Packers and
Stockyards Act (P&S Act), the Perishable Agricultural Commodities Act (PACA),
and the Capper-Volstead Act and provide the liaison for the Department under the
Memorandum of Understanding between the Department, the Federal Trade Com-
mission and the Department of Justice on competition issues. Under the P&SA, the
attorneys of the Trade Practices Division file administrative complaints to enforce
the provisions of the statute, requiring prompt payment for livestock and poultry
and ensuring that livestock auction markets and dealers are solvent, provide accu-
rate weights and measures, and account accurately to sellers and producers of live-
stock. Of special note this year under the P&S Act, we litigated two enforcement
cases against large packers alleging violations of the Act. Section 202 of the Packers
and Stockyards Act makes it unlawful for any packer to engage in any unfair, un-
justly discriminatory or deceptive practice. Our complaint against Excel Corporation
alleges that the packer engaged in an unfair or deceptive practice when it changed
the formula by which it calculated lean percent in slaughter hogs, a calculation that
directly affected the price the packer paid to producers, without telling producers
of the change. As a result of the change, the packer paid lower prices to producers
for 80 percent of the hogs it purchased. A decision in the case was handed down
on February 7, 2002 in which the Administrative Law Judge found that Excel had
violated the P&S Act and the regulations and issued a cease and desist order but
did not assess a civil penalty. The Department plans to appeal this decision to the
Judicial Officer. In the second case against a large packer, the complaint alleged
that Farmland National Beef Packing Company, L.P. (Farmland) subjected a feedlot
to an unreasonable prejudice or disadvantage by retaliating, changing its buying
practices (and failing to buy at all), after the feedlot manager criticized the packer
in g letter to a farm journal. The Farmland case settled for a payment by Farmland
of $90,000.

As a result of a fiscal year 2000 GAO report recommending changes in P&SP’s
investigation procedures in competition cases, OGC has agreed to work closely with
P&SP on the process by which its investigations are planned and implemented and
to assign attorneys to work with agency investigators in the initial stages of case
development and investigation. Congress provided additional resources to OGC for
the staffing necessary to provide these additional legal services. OGC hired three
additional attorneys and has begun to participate in the early stages of P&SP’s com-
petition case investigations, assisting P&S with the review of its competition inves-
tigation work plans, traveling to the field offices to meet with investigation teams
and providing whatever legal services are necessary as the investigation proceeds.

OGC has provided significant legal resources to the PACA program this year, with
an especial emphasis on cases arising out of Operation Forbidden Fruit, the inves-
tigation and indictment of a number of Federal inspectors and produce wholesalers
for altering inspection documents as a result of bribes. The attorneys of the Trade
Practices Division file administrative complaints against dealers, brokers or commis-
sion merchants who must be licensed to buy and sell fruits and vegetables in inter-
state or foreign commerce. The administrative complaints enforce the provisions of
the Perishable Agricultural Commodities Act (PACA) which requires prompt pay-
ment, accurate accounting and compliance with contractual obligations. The PACA
includes not only a disciplinary program involving suspension or revocation of li-
cense or civil penalties for violation of the Act, but also a reparation program. The
basis of the reparation program rests upon section 5(a) which makes a violator of
any part of section 2 liable to the injured party for the full amount of damages
caused by the violation. This liability may be enforced by suit in any court of com-
petent jurisdiction, or by complaint to the Secretary. A complaint to the Secretary
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initiates a reparation proceeding in which both parties have opportunity to make
an evidentiary record, and have their dispute determined by officials of this Depart-
ment.

In connection with the Hunts Point “Operation Forbidden Fruit” convictions, ap-
proximately 800 reparation complaints were filed in which the complainants allege
that they have been defrauded as a result of bribes paid by Hunts Point firms to
Federal inspectors to issue inspection certificates falsely showing poor quality
produce. The Hunts Point firms typically used these certificates to negotiate down-
ward price adjustments with their suppliers. Usually, the suppliers would then in-
nocently negotiate similar adjustments with their suppliers all the way back to the
producers. Approximatelyl00 complaints are still pending, and many of the com-
plaints are against innocent intermediate firms. The reparation hearings are pre-
sided over by attorneys of the Trade Practices Division and all decisions, whether
based on documentary proceedings or after hearing, are reviewed and approved by
Trade Practices Division attorneys. Also in connection with “Operation Forbidden
Fruit” this year the Division filed disciplinary cases against the first of several
produce firms whose employees made payments to Federal inspectors. The com-
plaint alleges that the firm (which is responsible for the acts of its employee) made
payments and false statements about the condition of the produce it received in the
altered inspection certificates and those statements constitute false or misleading
statements for a fraudulent purpose in violation of the PACA. The complaint seeks
to revoke the PACA licenses of the company.

Attorneys in the Trade Practices Division continue to act as liaison to the DOJ
and the Federal Trade Commission on competition issues, pursuant to the Memo-
randum of Understanding between the three agencies. OGC expedites the provision
of data or expertise to the DOJ on agricultural issues as DOJ or the FTC inves-
tigates firms or reviews mergers or acquisitions of agricultural businesses. OGC is
also working closely with the FTC and DOJ in their participation in the training
of investigators and economists of the Packers and Stockyards Programs in inves-
tigative techniques and case preparation as recommended by the September GAO
report on P&SP’s investigation of competition cases.

RURAL DEVELOPMENT

OGC also provides legal services to USDA agencies which manage some of Amer-
ica’s largest loan portfolios. OGC continues to be heavily involved in debt collection,
housing and farm foreclosures with many farm debts going back to the emergency
loan program of the 1980’s, and civil rights matters affecting the Farm Service
Agency’s (FSA) farm loan programs. OGC is assisting the Department of Justice in
defending several putative multi-million dollar class actions for damages brought by
former Mexican agricultural and railroad workers seeking refunds of their savings
fund for work from 1942 through 1964. We continue to provide assistance to FSA
and the Rural Development mission area in implementing the Debt Collection Im-
provement Act of 1996, specifically involving credit reporting, electronic transfer of
funds, offset, and cross-servicing. OGC continues to defend several lawsuits involv-
ing hundreds of Rural Housing Service (RHS) multifamily housing projects whose
owners want to prepay their loans and thereby remove a significant number of low
income housing units from rural America.

OGC continues to work with the Rural Business-Cooperative Service (RBS) in re-
viewing their cooperative agreements and in improving their cooperative agreement
process. During the past, year we assisted RBS in establishing their new Value
Added Development Grant program and will continue to assist them in further im-
plementing this program. We are working to resolve an increasing number of major
defaults on Business and Industry loans. We also continue to work with the RHS
in implementing the grant program for agriculture and seafood processor workers
authorized under Public Law No. 106-387.

Also in the Rural Development area, OGC successfully assistedconcluded assist-
ance to RHS, in conjunction with the Department of Housing and Urban Develop-
ment and the Department of Veterans Affairs, to streamline the housing loan appli-
cation process for Native American borrowers on Indian reservations. OGC expects
to continue to work closely with RHS to overcome obstacles to single family housing
loans on Indian reservations.

Implementation of the Agriculture Risk Protection Act of 2000 has increased the
responsibilities of the Risk Management Agency (RMA). Compliance efforts have
been enhanced requiring extensive legal service to develop administrative cases
against producers, agents, loss adjusters, and reinsured companies. Millions of dol-
lars are now available for contracting and reimbursement for research and develop-
ment and risk management education, all of which will require a significant time
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for legal review. RMA continues to implement new risk management programs de-
veloped by the private industry to expand the number of producers covered under
that safety net, which will also require a significant time for legal review as such
products go through the Board of Director approval process.

We continue to work with Department officials to reduce regulatory burdens,
eliminate obsolete and unnecessary regulatory requirements, and streamline regula-
tions, particularly in the areas of rural, farm and utility lending. For example, OGC
has worked extensively with FSA over the past year to rewrite all of their farm loan
programs loan-making and servicing regulations to reduce regulatory burdens where
possible and to clearly state agency policy. We are assisting RHS in streamlining
and rewriting loan-making and servicing regulations for their single and multiple
family housing loan programs, their Community Facilities loan program and their
environmental regulations affecting these programs. Our efforts on these long-range
projects will continue into fiscal year 2003.

The need for legal services in connection with programs of the Rural Utilities
Service (RUS) grew significantly during fiscal year 2001 as a result of an increase
in the funding in all major program areas, the implementation of a number of fun-
damentally new RUS financial assistance programs, and the impact of the con-
tinuing changes in the electric and telecommunications industries on program struc-
ture and policies.

The RUS electric program approved and OGC documented loans and guarantees
totaling $2.6 billion to 226 borrowers. The electric loans included 15 loan guarantees
totaling $1.7 billion for generation and transmission (G&T) facilities, a $700 million
increase over the preceding year and the highest G&T loan level in more than 15
years. At the end of fiscal year 2001, there remained a backlog of some 20 G&T ap-
plications seeking $4.0 billion in funding. The need for legal services is expected to
grow over the next few years as the demand for power supply financing continues
to increase. Because of the pressing need for new generation, a number of borrowers
have sought to arrange for bridge financing pending action by RUS. Consequently,
OGC assistance helped develop new security arrangements for bridge lenders. The
power supply projects typically involve very complex corporate, financial and secu-
rity structures negotiated on a case-by-case basis. For example, RUS is now funding
special purpose entities under project financing arrangements. The transactions are
very different from the historical model used in the RUS program and, con-
sequently, legal documentation must be custom-crafted to fit each project. The
projects are further complicated as RUS and borrowers addressed problems associ-
ated with deregulation, unbundling, customer choice, and the growing uncertainty
and risk in the power supply market. OGC has provided considerable legal services
to RUS in several projects involving financially troubled borrowers, including the re-
structuring of debt and security arrangements for a power supply borrower in a
manner designed to enhance recovery of RUS loans, improve operations of the bor-
rower in the increasingly competitive industry, and facilitate the construction of new
power supply facilities.

OGQC assisted the RUS electric program in the promulgation on a number of regu-
lations. For example, OGC assisted in drafting substantial revisions to RUS regula-
tions 7 CFR part 1755 which prescribes the forms of contracts to be used in RUS-
financed construction. The revisions are designed to update and streamline RUS
contract requirements and procedures. OGC also drafted a notice of funding avail-
ability (NOFA) and loan documents to implement RUS’s new “T Rate” program and
assisted in implementing a new loan and grant program to high energy rural com-
munities.

The RUS telecommunications program and the Rural Telephone Bank (Bank)
processed loans totaling $675million for telecommunications infrastructure. In addi-
tion, OGC assisted in development of a number of new RUS telecommunication pro-
grams. These included a $100 million broadband pilot loan program which required
the drafting of a NOFA and the negotiation and drafting of loan documents on a
case-by-case basis. OGC also drafted a NOFA and grant documents required to im-
plement a new Weather Radio Grant program and provided legal services in connec-
tion with 87 grants and loans provided under the Distance Learning and Telemedi-
cine Loan and Grant program. OGC assisted RUS and representatives of the Rural
Telephone Bank on several legislative proposals to privatize the Bank and on issues
associated with the privatization, the capital structure of the Bank and the rights
of Bank stockholders.

NATURAL RESOURCES

In the natural resources area, the Natural Resources Division and OGC Field Of-
fices have been involved in many significant undertakings concerning national forest
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management and natural resources conservation programs. We also assisted three
of our client agencies, the Forest Service, Natural Resources Conservation Service,
and Agricultural Research Service daily in support of their program missions.

We have provided assistance to the Natural Resources Conservation Service
(NRCS) in administering a number of conservation programs on private or other
non-Federal farm, pasture and non-industrial forest lands, including the Wetland
Conservation (Swampbuster) Program, Environmental Quality Incentives Program,
Wetland Reserve Program, Farmland Protection Program, and the Emergency Wa-
tershed Protection Program.

OGC also continued to provide legal counsel to NRCS in the enforcement of the
highly erodible land and wetland conservation compliance provisions of the Food Se-
curity Act of 1985. OGC assists NRCS in determinations for enforcement and for
granting statutorily-authorized variances. OGC defended the agency in administra-
tive appeals and lawsuits challenging the implementation of the conservation provi-
sion of the Food Security Act. Additionally, OGC continues to provide legal services
in support of the Wetlands Reserve Program (WRP).

OGC assisted NRCS and the Forest Service in working with the Environmental
Protection Agency (EPA) regulations promulgated under the Clean Water Act for
total maximum daily loads of pollutants. The increasing concern and focus on water
quality matters, particularly regarding non-point sources of pollution, have lead to
I%I 1:ctcénstinuing increase in the level of legal services to the Forest Service and the

In the forest management program area, OGC provided litigation support to the
Department of Justice in collecting millions of dollars in damages owed the govern-
ment by defaulting timber sale purchasers. OGC provided assistance to the Depart-
ment of Justice in on-going settlement negotiations of more than twenty consoli-
dated cases concerning the collection of tens of millions of dollars in damages plus
interest owed the government pursuant to Orders issued in two of the representa-
tive consolidated cases. OGC also assisted in limiting contractual damages payable
by the client agency for environmentally protective actions. OGC provided legal as-
sistance on the defense of approximately 35 lawsuits challenging timber sale sus-
pensions, modifications and cancellations and alleging the right to takings com-
pensation pursuant to the Fifth Amendment to the U.S. Constitution. OGC also led
a negotiation team to resolve litigation and other issues involving the Shelton Sus-
tained Yield Unit with a goal of limiting liability while also resolving long-term
issues related to the existence of the Unit. Additionally, OGC provided legal assist-
ance in drafting contract provisions to limit liability for contractual damages, and
developed and presented a 3-day course on Advance Contract Law to train Forest
Service personnel on various aspects of contract law as it relates to their daily pro-
gram activities.

The timber sale program in Alaska continues to require significant legal services.
Attorneys in both the Washington office and the Juneau field office are assisting
with litigation claims of $1.5 billion arising from denial of contract claims on the
Alaska Pulp Corporation (APC) 50-year timber sale contract on the Tongass Na-
tional Forest. APC’s aggressive litigation stance required the commitment of signifi-
cant OGC time and resources to defend against its claim and the related massive
discovery effort.

OGC provided legal advice and assistance to the Forest Service regarding imple-
mentation of stewardship contract pilot projects aimed at harvesting timber while
simultaneously advancing forest resource management objectives and presented in-
formation and materials to attorneys in the public sector during a training course
sponsored by the American Law Institute of the American Bar Association. Under
these stewardship contracts, timber is harvested and contractors provide services
designed to achieve land management goals, including road and trail maintenance,
watershed restoration and restoration of wildlife habitat. OGC also provided legal
advice and assistance on the interpretation and implementation of a statute author-
izing the collection and retention of fees associated with the harvest of special forest
products.

OGC advised on planning issues related to forest plans currently undergoing revi-
sion and overdue plan revisions. Compliance with and review of Sierra Nevada
framework, including the Herger-Feinstein Quincy Library Groups Forest Resources
Act, also requires continuing OGC advice. OGC also provided, and will continue to
provide, substantial assistance to the Department and the Forest Service related to
revision and implementation of the land and resource management planning and
roadless area conservation, and administrative appeal regulations and various
transportation and roads initiatives. In addition, providing preventive law advice re-
garding the Endangered Species Act (ESA), the National Environmental Policy Act
(NEPA), and the National Forest Management Act (NFMA), as well as other laws,
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requires continued OGC attention. Of particular significance is assisting the Forest
Service in dealing with new information and coordinating management decisions for
wide-ranging fish and wildlife species, many of which are threatened or endangered.
OGC continues to advise on interagency efforts, such as streamlining ESA and
NEPA processes and the administrative appeal process, wildland fire management,
and the application of the Migratory Bird Treaty Act. Approximately 120 cases are
pending challenging Forest Service decisions on NEPA, NFMA and ESA grounds.
The level of litigation is expected to continue or increase, especially with respect to
fire prevention and restoration projects. OGC assistance is also provided for forest
plan and project administrative appeals, hundreds of which are filed each year.

In real property matters, OGC provides extensive legal assistance to the Forest
Service, the Natural Resources Conservation Service and the Agricultural Research
Service. In fiscal year 2001, over $150 million was appropriated to USDA agencies
for the acquisition of lands and interests in lands. These land transactions involve
considerable legal involvement in contracting, title work and closing. Additionally,
legal counsel is provided for the entire spectrum of real estate matters related to
the National Forest System (NFS) and other USDA administered lands including
title claims, trespass, appraisal, survey, special use authorizations and similar
issues.

OGC provides legal services regarding land title claims involving private parties,
Indian tribes and pueblos, and State and local governments. These claims arise
under treaties, Spanish land grants, and statutory grants by Congress. Several In-
dian land claims are in active settlement negotiations.

Additionally, OGC has provided an increasing amount of advice to the Forest
Service in its activities related to hydro power projects, in part due to the approxi-
mately 200 relicensing proceedings before the Federal Energy Regulatory Commis-
sion (FERC) occurring in the next 10 years for projects located on NFS lands.

In the minerals area, OGC provided significant legal advice concerning constitu-
tionally required procedures which the Forest Service must adopt to suspend or ter-
minate instruments regulating the mining of metals on the tens of millions of acres
of land administered by that agency which are subject to the United States mining
laws. OGC also provided extensive assistance to the Department of Justice in suc-
cessfully defending the first challenge to controversial Forest Service regulations
classifying mineral materials according to their use. OGC also significantly assisted
the Department of Justice in defending several lawsuits alleging that statutes or ad-
ministrative actions of the Forest Service constituted takings of rights held by hold-
ers of mining claims and mineral leases.

In congressional matters, OGC provided extensive assistance in addressing nu-
merous legal issues encountered during implementation of the Secure Rural Schools
and Community Self-Determination Act of 2000, an act stabilizing payments to 40
States (and through them to 712 counties) by decoupling them from forest receipts.
OGC also provided substantial legal assistance in responding to Congressional docu-
ment requests, including a request from Chairman Lieberman relating to the De-
partment’s controversial roadless area conservation rule. OGC assisted the Forest
Service Legislative Affairs staff in preparing for, and following up to, numerous
Congressional hearings.

In the recreation area, OGC provided significant legal advice regarding the Forest
Service’s off-highway vehicle program, including the extent that the Forest Service
may restrict the use of such vehicles based on environmental concerns by persons
with disabilities consistent with civil rights law. OGC also continued to provide ex-
tensive assistance to the Department of Justice in successfully defending the Forest
Service’s noncommercial group use rule. Additionally, OGC analyzed the constitu-
tionality of communications site land use fee waivers for Corporation for Public
Broadcasting affiliates, but not for religious broadcasters; issues pertaining to In-
dian religious and cultural use of NFS lands; and methodologies for determining the
fair market value of using NFS lands for outfitting and guiding. OGC also provided
assistance to the Forest Service with ensuring that States and other non-Federal
Governmental entities that hold lands and recreation special use permits insure and
indemnify the United States under those permits.

In the international forestry area, OGC provided assistance in reviewing two non-
binding wildfire arrangements, one between the U.S. Departments of Agriculture
and the Interior, and the participating agencies of Australia, and the other between
the U.S. Departments of Agriculture and the Interior and the National Rural Fire
Authority of New Zealand. The arrangements outline the fire fighting assistance
that each party to the arrangement may provide to another party to the arrange-
ment.

OGC provided substantial assistance to the Department on issues relating to com-
pliance with applicable pollution control laws. In particular, OGC assisted the
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USDA Hazardous Materials Policy Council and the USDA Hazardous Materials
Management Group in carrying out the hazardous materials management program.
In addition, OGC provided assistance and advice to the Department and the Forest
Service on the cleanup of hazardous materials sites on NFS lands and at other
Agency facilities. OGC represented the Forest Service, along with the Department
of Justice, in negotiations with non-Federal parties responsible for the cleanup of
contamination on NFS lands. OGC also played a substantial role in advising the De-
partment on compliance with applicable pollution control standards, including nego-
tiating compliance agreements with the EPA and State environmental enforcement
agencies. OGC also provided the Department with advice to protect the Depart-
ment’s interests regarding hazardous materials issues which arose in the context of
land transfers and acquisitions. Finally, OGC provided significant legal services in
kc)(A)lrlmection with pollution control legislative proposals, including the Brownfields
111.

GENERAL LAW DIVISION

The General Law Division (GLD) provides legal services concerning those areas
of law that apply generally to all agencies of the Federal Government. These serv-
ices include, but are not limited to, the determination of claims filed under the Fed-
eral Tort Claims Act, personnel and labor matters, procurement, grants, fiscal law
issues, and reviewing each year hundreds of Freedom of Information Act and Pri-
vacy Act appeals, each involving up to hundreds of pages of documents, in order to
insure that the various agencies of the Department do not release or withhold docu-
ments inconsistent with applicable law. In addition, GLD attorneys assist the De-
partment of Justice with any litigation that arises in these and other areas, and
represent the Department before the USDA Board of Contract Appeals and the
Merit Systems Protection Board.

Since the events of September 11, GLD has provided significant legal resources
in connection with the development of new biosecurity policies and procedures for
USDA biosafety level 3 (BSL 3) laboratories. In connection with the new biosecurity
policies and procedures, GLD is providing advice regarding implementation of the
policies and procedures by USDA agencies, as well as application of the policies and
procedures to non-USDA staff. As the procedures are implemented, we anticipate
that GLD attorneys will advise agencies regarding personnel suitability determina-
tions made pursuant to the biosecurity policy. In addition, GLD anticipates that it
will provide legal services relating to the development of new biosecurity policies
and procedures for non-BSL 3 laboratories. As the Administration’s efforts to assure
homeland security accelerate, we anticipate that GLD will assist the Department in
the implementation of the full range of USDA homeland security activities.

Over the past year, client agencies with continuing frequency have requested legal
advice on the subjects of computer security, the Freedom to E-File Act, and the Gov-
ernment Paperwork Elimination Act. Replacing the traditional paper infrastructure
and doing business principally with electronic processes generates legal issues. GLD
has been called upon to assist in each stage of the constantly evolving technology
as clients fashion methods of gathering, proving, and storing data electronically and
in reducing the legal risks in “going paperless.” In the post September 11, environ-
ment, more emphasis than ever is being placed on computer security, and we expect
that increased legal resources will be devoted to that effort.

GLD attorneys anticipate working with the Office of Procurement and Property
Management on implementation of the Integrated Acquisition System, a Depart-
ment-wide web-based e-Procurement solution. For non-procurement programs, GLD
continues to advise the Office of the Chief Financial Officer and the Cooperative
State Research, Education, and Extension Service on e-Government issues as they
arise. Such issues generally involve the binding nature of the use of electronic
means in the solicitation, application, award, and Administration of Department fi-
nancial assistance. GLD additionally advises on the authority and funding issues for
Department-wide initiatives.

Related to these security issues, GLD advises contracting personnel of USDA
agencies on construction contracts. For example, GLD is working with contracting
personnel on the contract to design the renovation of agricultural research facilities
at Ames, Iowa. Other recent examples are GLD’s representation of the Agricultural
Research Service in a bid protest before the General Accounting Office, and serving
as agency counsel in a bid protest before the Court of Federal Claims regarding
award of a contract to replace the power plant at the Plum Island facility in New
York. GLD anticipates a substantial increase in the need for legal advice and rep-
resentation on construction contract matters as the Department upgrades its facili-
ties. GLD attorneys also have noticed increases in the need for legal services relat-
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ing to the use of performance-based statements of work for services contracts, and
respecting administrative bid protests of awards of permits by the Forest Service.
Other significant procurement related issues looming on the horizon that will re-
quire GLD legal support include additional contracting out of activities currently
being performed in-house and the replacement of the agencies’ legacy information
technology systems.

GLD continues to provide essential legal support for the Research, Education, and
Economics agencies. The pending Farm Bill has and will require substantial legal
support from GLD. GLD attorneys are working closely with the research agencies
and various staff offices on this matter. GLD expects a surge in requests for legal
opinions and assistance from research agencies and staff offices upon enactment of
the new Farm Bill. GLD anticipates devoting significant resources to assist these
agencies and offices in interpreting both new authorities and changes to existing au-
thorities, and the many regulatory changes or new regulations necessary to imple-
ment them. GLD will also assist the research agencies with intellectual property
issues attendant to bringing the benefits of scientific research to the public.

GLD continues to provide legal services to the National Appeals Division (NAD)
regarding procedural issues and general administrative matters. For example, GLD
recently advised NAD on the use of videoconferencing for its hearings.

LEGISLATION DIVISION

OGC continues to provide legislative drafting and related assistance to the De-
partment and Congress on major legislative activities that involve the Department
and its programs. Extensive assistance was provided to Departmental policy officials
and Congressional staffs in drafting and analyzing various legislative proposals re-
cently enacted by Congress, including legislation to provide emergency funding to
farmers (Public Law 107-25) and appropriations provisions contained in the Agri-
culture, Rural Development, Food and Drug Administration and Related Agencies
Appropriations Act, 2002 (Public Law 107-76). In addition, we continue to provide
drafting assistance to agencies of the Department and Congressional staffs regard-
ing the Farm Bill currently before Congress, including regarding H.R. 2646, the
Farm Security Act of 2001, and S. 1731, the Agriculture, Conservation, and Rural
Enhancement Act of 2002. In addition, we are planning to participate in the prepa-
ration of legislation in support of the President’s fiscal year 2003 budget request for
the Department.

LITIGATION DIVISION

Litigation Division attorneys, in cooperation with attorneys from the DOJ and
other divisions in OGC, presented USDA’s position in appellate courts. These efforts
led to a U.S. Supreme Court decision rejecting the argument that governmental au-
thorities licensing expressive activity on public property, including the Forest Serv-
ice, should have the burden of seeking judicial review and carry the burden of proof
whenever denying a permit to engage in such activity. In another case, the Supreme
Court declined to review a decision by the Court of Appeals for the District of Co-
lumbia Circuit, which upheld the Secretary’s revocation of a license issued under
the Perishable Agricultural Commodities Act after the licensee engaged in commer-
cial bribery. The Supreme Court also decided that the Plant Variety Protection Act
did not prevent a plant breeder from receiving a utility patent under the Patent Act
for plants which reproduce by seed. The Fifth Circuit concluded that USDA veteri-
narians could not rely solely on palpation to support a finding that a horse is sore
under the Horse Protection Act. The Ninth Circuit prevented the government from
pursuing an enforcement action to collect over $1 million of assessments under the
almond marketing order, on the grounds that an almond handler distributed its as-
sets to its shareholders following the sale of the business. The Fifth Circuit affirmed
a decision by the Secretary that the failure to install fencing around a facility hold-
ing tigers violated the Animal Welfare Act. Finally, the Supreme Court has agreed
to hear a case that raises a question whether a breach of contract or a takings claim
arise when a statute is enacted that alters a contractual right to prepay a govern-
ment mortgage loan.

CIVIL RIGHTS

The Secretary wants to ensure that all of our customers and employees are treat-
ed with dignity and respect, and are afforded equal employment opportunity (EEO)
and equal access to all USDA programs. Critical to the achievement of these goals
was the creation, in 1998, of the Civil Rights Division (CRD) within OGC. Staffed
with attorneys with specialized expertise in civil rights and EEO law, CRD is
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charged with providing legal services to the Secretary and all agencies of the De-
partment on civil rights and EEO issues.

CRD has maintained a stellar litigation record while also providing prompt and
sound legal advice to our client agencies. However, as recognition of CRD’s success-
ful efforts spreads, the demands on the office increase. CRD’s litigation duties cur-
rently include 6 program class actions and 16 employment class actions, each at dif-
ferent stages in the litigation process. The requested damages in these class actions
could cost USDA upwards of $20.0 billion.

CRD continues to play a critical role in the settlement of the Pigford/Brewington
litigation. The settlement helped the Department to reinvigorate its efforts to be-
come a Federal civil rights leader in the 21st century. CRD has taken the leading
role in ensuring that USDA meets its commitments under the Pigford/Brewington
consent decree, particularly with respect to the production of relevant documents
and necessary legal analyses related to each claim filed pursuant to the consent de-
cree, as well as ensuring the Department’s compliance with adjudicator and arbi-
trator decisions. CRD is working with FSA and the Department of Justice (DOJ)
to develop timely and appropriate Government responses to claims filed by eligible
farmers.

Key to settlement of the Pigford/Brewington case was the 1998 enactment of the
waiver of various statutes of limitations, allowing farmers with long-standing dis-
crimination complaints to have their claims finally heard. CRD and OGC field of-
fices represent the Department in the nearly 100 cases in which a hearing has been
requested. The number of requests for hearing is anticipated to increase to between
150 and 200. With respect to farmer discrimination claims not covered by the
Pigford/Brewington settlement, CRD works with the USDA Office of Civil Rights
(CR) to ensure that all claims receive expeditious and fair consideration, within the
bounds set by applicable law.

With respect to the ongoing implementation of the Pigford consent decree, the
claimants may opt to seek relief under one of two available avenues: The Track A
procedure provides for submission of a written claim to the adjudicator with pre-
determined damages of $50,000 per prevailing claimant, whereas the Track B proce-
dure allows for an evidentiary hearing before an arbitrator and the opportunity to
receive actual damages. The total number of claims submitted exceed 72,000, and
of those, over 21,000 claims have been found eligible for Track A consideration. We
anticipate that a few hundred additional late-filed Track A claims will be accepted.
CRD attorneys must review the agency response on each of these eligible Track A
claims prior to submission to the adjudicator. In addition, nearly 180 claims have
been found eligible for Track B arbitrations. CRD attorneys must assist DOJ attor-
neys in their representation of the agency, including assistance with document dis-
covery, identification of similarly situated white farmers, and responses to interrog-
atories. Furthermore, CRD plays an important role in the Monitor review process.
All claimants can petition the Monitor to reevaluate their claims, and CRD reviews
Department responses to these petitions for legal sufficiency and consistency. We
anticipate that most of the roughly 8,400 claimants whose claims were denied by
the adjudicator may seek Monitor review. Many claimants who were granted relief
by the adjudicator seek Monitor review of the scope of the relief granted. In addi-
tion, for cases in which the Government seeks Monitor review of an adjudicator deci-
sion, CRD will prepare the Government’s petition for Monitor review. The Depart-
mentdhas already filed over 600 petitions and will continue to do so when war-
ranted.

CRD also assists DOJ in representing USDA in the defense of five more recent
class action program complaints currently pending in Federal district court. Four of
these class actions are brought by farmers and raise allegations similar to those
found in Pigford/Brewington. Only one of these cases has been certified as a class
action to date: in Keepseagle, the Federal district court has certified a class of Na-
tive American farmers and ranchers who allege discrimination in the Administra-
tion of farm programs and failure of the Department to adequately address com-
plaints of discrimination. In the Fifth Amended Complaint filed in Keepseagle, 838
named plaintiffs joined in the suit. The class agents have represented to the Court
that as many as 19,000 Native Americans may be members of the class.

The remaining three class action cases filed by groups of farmers are: Love, filed
on behalf of female farmers; Garcia, filed on behalf of Hispanic farmers; and Wise,
filed on behalf of African-American and female family farmers. In Love, the court
has dismissed all claims other than those brought under the Equal Credit Oppor-
tunity Act. Motions regarding the propriety of class certification are pending in both
Love and Garcia. The Wise case, which overlaps with both Pigford/Brewington and
Love, has been stayed temporarily by the court. As these cases move forward, CRD’s
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role in assisting DOJ with discovery and potential management of class issues will
expand.

The sixth program class action is the Chiang case, in which female residents of
the Virgin Islands are alleging denial of access to rural housing credits and benefits
on the basis of race, gender and national origin. USDA’s motion to dismiss the case
has been denied, and the parties have been directed to submit briefs on the issue
of class certification. This case is anticipated to require a significant commitment
of resources by CRD in the development of factual and legal issues relating to rural
housing programs in the Virgin Islands over a nearly 20 year period.

CRD also represents USDA in the defense of fourteen class action employment
complaints pending before the Equal Employment Opportunity Commission (EEOC).
Three of these complaints have been certified by EEOC to proceed as class actions.
One of the certified classes encompasses employees throughout the Department. In
addition, CRD is representing USDA in the defense of two class action employment
complaints currently on appeal before EEOC’s Office of Federal Operations. In one
of the complaints on appeal, certification of the class was denied; in the second, the
EEOC entered a finding of no class-wide discrimination following a hearing on the
merits. In recent years, CRD has settled two employment class action complaints
under which individual complainants are currently pursuing their claims. Another
class action is near settlement and thus is anticipated to require future monitoring
and implementation efforts by CRD.

Recent years have seen a drastic increase in the demand for CRD’s litigation serv-
ices in formal individual complaints filed by USDA employees with the EEOC. For
example, 796 formal complaints were filed with USDA during fiscal year 2001, with
578 complaints currently pending for hearing before the EEOC Administrative
Judge. Approximately 1900 active EEO cases are pending throughout USDA. CRD
continues to carry a full workload of complex and politically sensitive individual
EEO cases involving either issues of first impression or disputes over positions at
the highest levels within USDA. CRD litigates these cases on behalf of the Depart-
ment before the EEOC and occasionally, the Merit Systems Protection Board
(MSPB). These individual cases require constant attention, travel across the coun-
try, and interaction with senior management officials.

In addition to its primary litigation responsibilities, CRD continues to assist DOJ
in the litigation of numerous individual civil rights cases in both the employment
and program areas pending in Federal district court. The Assistant U.S. Attorneys
(AUSAs) and/or DOJ attorneys who serve as lead counsel request an ever-increasing
amount of litigation support from CRD, including draft answers, full litigation re-
ports, dispositive motions, discovery responses, witness preparation, and deposition
and trial participation.

To address other employment issues, CRD will intensify its efforts to provide
training and technical assistance to OGC field attorneys and to Department offi-
cials, civil rights directors, and employee relations specialists. The goal is to identify
and address EEO obstacles before they elevate into litigation. Where issues are
identified, CRD will bring the concerns to the attention of appropriate Department
officials, with legal analysis and recommendations for resolution.

FISCAL YEAR 2003 BUDGET REQUEST

For fiscal year 2003, the budget proposes a total of $39,841,000 for OGC salaries
and expenses, an increase of $7,214,00 from the amount enacted in fiscal year 2002,
excluding supplementals. Within this fiscal year 2003 request, there is a total of
$1,693,000 to cover the rental costs previously paid from a central account within
USDA in accordance with the Administration’s proposal to budget for the full costs
of the programs and $2,308,000 for Retirement/Health Pension Benefits. The Ex-
planatory Notes provided to the Committee provide information on the comparable
levels for these items in fiscal year 2001 and 2002.

OGC is also requesting $3,213,000 over the adjusted base for fiscal year 2002, con-
sisting of $1,002,000 for pay costs, $722,000 to maintain current staffing levels,
$811,000 for additional legal staff, $426,000 for office automation, $246,000 for Em-
ployee Pension and Annuitant Health Benefits, and $6,000 for the Federal Employ-
ment Compensation Act program.

CLOSING

That concludes my statement. We very much appreciate the support this Sub-
committee has given us in the past. Thank You.
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PREPARED STATEMENT OF LOU GALLEGOS, ASSISTANT SECRETARY FOR
ADMINISTRATION, DEPARTMENTAL ADMINISTRATION

Mr. Chairman and members of the Subcommittee, I want to thank you for the
opportunity to submit this statement supporting the President’s budget proposal for
fiscal year 2003 for USDA Departmental Administration.

As you are aware, Departmental Administration (DA) takes in a wide range of
activities and responsibilities. Our mission is to provide leadership in administrative
areas and to provide those services that make the programs of the Department work
better. Today, I want to report to you on some of our activities over the last year
and highlight the budget request for next year.

The budget request reflects the tragic events of last September. We are requesting
additional resources to ensure the safety and security of USDA facilities and pro-
grams. The Budget also shows our strong commitment to improving the civil rights
record of our programs and employment.

CIVIL RIGHTS

The Office of Civil Rights (CR), in accordance with the Secretary of Agriculture’s
civil rights policy statement, provides overall leadership and direction to USDA
agencies to ensure enforcement and compliance with civil rights laws, rules and reg-
ulations in employment and program delivery. In October 2000, CR completed a
comprehensive analysis of CR systems, processes, procedures, staffing needs, level
of knowledge, skills and abilities, automation needs, and administrative support,
called the Long Term Improvement Plan (LTIP). We are currently working toward
the full implementation of the LTIP, which will enable CR to process complaints
within the required statutory timeframe.

CR has made major strides in implementing process and accountability improve-
ments. All significant proposed regulations are reviewed for civil rights impact and
compliance with applicable statutes and regulations. Last year, 100,000 USDA em-
ployees received civil rights training, and senior managers and supervisors were re-
quired to attend a 1-day diversity training seminar to enhance their ability to un-
derstand diversity, to better manage diversity, and to identify the importance of di-
versity in making USDA a high performance agency.

The average processing time for program civil rights complaints was reduced by
14 percent in fiscal year 2001. Although processing time for employment complaints
increased by 7 percent during the same period, this was due to the fact that many
older cases were completed during the year. Reports of investigations issued in fiscal
year 2001 more than doubled over the fiscal year 2000 level. Improved case tracking
systems are being put in place and management controls have been tightened
throughout the process.

The fiscal year 2003 Budget requests an additional $2 million which will allow
CR to increase its employment by 17 staff years. The additional staff will enable
CR to take significant steps toward its goal of processing civil rights complaints
within the required statutory timeframe. It will also permit the Department to ad-
dress some of the conditions which cause complaints and to address the deficiencies
noted in the audit reports of the USDA Inspector General.

OUTREACH

Last year, 47 proposals competed for The Outreach for Socially Disadvantaged
Farmers grants (“2501” Program) that provide training and technical assistance to
underserved groups of farmers and ranchers. There were 28 successful grantees that
collectively received almost $6 million in funding, of which $3 million was provided
by the Fund for Rural America. For fiscal year 2003, The President’s Budget con-
tinues the fiscal year 2002 appropriated level of $3.2 million for the grant program.

During fiscal year 2002, the Office of Outreach’s priority is to identify a collective
method for USDA Agencies to measure and report minority participation in USDA
programs. This year our office has developed a database for capturing information
electronically that is submitted with the grantee’s quarterly report. In 1 year, we
have gone from paper reporting to collecting information by disk or by e-mail. At
the end of fiscal year 2002, our office will be able to collect and analyze data for
reporting and for program evaluation. Outreach plans and census data will also be
used to identify and remove barriers so that underserved groups will be equally rep-
resented in USDA programs.

SMALL AND DISADVANTAGED BUSINESS UTILIZATION

During fiscal year 2001, the Office of Small and Disadvantaged Business Utiliza-
tion (OSDBU), in concert with Southwest Texas State University, completed a com-
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prehensive survey of Hispanic small businesses on a nationwide basis. The survey
resulted in the identification of numerous barriers that hinder Hispanic small busi-
nesses from successfully participating in USDA’s contracting activities. USDA’s
OSDBU will use this data to help direct more effective USDA-sponsored technical
assistance to this under-represented group.

Also during fiscal year 2001, OSDBU developed and implemented a Web-based
registration process for its Vendor Outreach Program. The Program provides the
small business community with the opportunity to meet with USDA agency small
business coordinators and contracting officials to discuss their capabilities and learn
of potential procurement opportunities. The automation of the registration process
has increased OSDBU’s effectiveness in communicating with small business and
USDA participants. It has also reduced the overall cost of managing the program
through more reliable and accurate data and increased program efficiency. During
fiscal year 2002, OSDBU began the development of a Web-based electronic procure-
ment forecast system which 1s designed to reduce the labor necessary to collect and
assemble USDA’s annual procurement forecast. Once implemented, the system will
result in a decrease in errors, making data more reliable and useful, and will pro-
vide USDA customers with quick and easy electronic access to the data.

During fiscal year 2002, OSDBU will conduct two Outreach/Technical Assistance
Conferences. The first such conference will provide policies and procedures for Fed-
erally recognized American Indian tribes to participate in OSDBU’s Bringing Rural
America Venture Opportunities (BRAVO) program. BRAVO is a business develop-
ment program designed to assist Tribal entities (Indian Nations) in establishing
small start-up companies. The initiative will result in increased use of American In-
dian and Alaskan Native-owned business by USDA and increased employment on
Indian lands.

The second conference targets women-owned small businesses located in rural
America. The conference will provide technical assistance on how to successfully do
business with USDA and other Federal agencies.

CRISIS PLANNING AND MANAGEMENT

In December 2000, the Office of Crisis Planning and Management (OCPM) was
created to coordinate USDA planning and response to disasters and emergencies.
OCPM supports USDA’s Homeland Security Council by coordinating emergency ac-
tivities among USDA agencies and other Federal entities in response to potential
crises and emergencies, such as a domestic outbreak of a foreign animal disease,
natural disaster, or terrorist attack, through such mechanisms as the Federal Re-
sponse Plan.

OCPM successfully faced several recent challenges, including working to ensure
USDA and other Federal agencies were well coordinated in responding to a threat-
ened outbreak of Foot and Mouth Disease and in supporting the Department’s re-
sponse to the events of September 11, 2001. DA continues to have lead responsi-
bility for the development and maintenance of the USDA Continuity of Operations
(COOP) Plan. On September 11, 2001, USDA effectively implemented its Head-
quarters COOP plan for the Office of Secretary and was operational at its alternate
site within hours of the attack. In fiscal year 2002, the Headquarters COOP plan
fis beindg further refined, and lessons learned on September 11, 2001 are being ad-

ressed.

In fiscal year 2003, increased funding requested for OCPM is needed to expand
COOP planning to other critical USDA facilities such as critical laboratories and
large centers of employment. An effective COOP plan is also an essential element
of USDA’s support to homeland security and DA is committed to ensuring that the
USDA COOP plan allows us to continue delivering critical services to the Depart-
ment’s customers during times of emergencies.

OCPM also oversees the Department’s personnel security program. Under this
program employees are determined suitable for public trust positions and worthy of
national security clearances. Last year there was a backlog of about 560 cases. We
stepped up clearance activities this year and the backlog was successfully elimi-
nated using a taskforce approach. The war on terrorism and USDA’s participation
in Homeland Security activities, however, has reclassified a large number of posi-
tions that now require background investigations. Additional funds requested for fis-
cal year 2003 will be utilized to complete staffing the personnel security program
and to begin modernizing the program and integrating e-government processes.

PHYSICAL SECURITY

The need for increased physical security for Federal Government facilities nation-
wide and for the protection of employees and critical assets has been a concern since
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the Oklahoma City bombing, and more recently with the New York city and Pen-
tagon acts of terrorism. USDA conducts its programs in approximately 25,000 build-
ings at more than 7,000 sites around the world. DA, through the Office of Procure-
ment and Property Management (OPPM), provides overall leadership and direction
to USDA agencies in the management and coordination of security for these facili-
ties. Major activities include policy development, education and training, and secu-
rity assessments of facilities.

Since September 2001, OPPM has conducted physical security assessments of
some 40 key USDA facilities. These security assessments cover many facets of the
security spectrum, including chemical, biological and radiological; information tech-
nology; food safety, animal, and plant research; and aviation assets. These security
assessments utilize a risk management approach to analyze threats, vulnerabilities,
and the criticality of assets to better support key decisions linking resources with
prioritized efforts for results. The results will be used to help guide future programs
and responses to combat terrorism and other threats, and to develop appropriate
standards and methodology for conducting facility/cyber/personnel security assess-
ments, identifying deficiencies, recommending countermeasures, and following up on
actions taken to mitigate physical security concerns.

OPPM was also focused on the safety and protection of facilities, assets and em-
ployees during the 2002 Winter Olympics. USDA has approximately 56 facilities lo-
cated in and around the venues of Salt Lake City where the Olympics were being
held, 17 of which were identified as mission-critical facilities involving research ac-
tivities and storage of weapons and explosives. OPPM was the lead in operating an
emergency command center throughout the duration of the games to oversee and
ensure the safety and protection of these facilities, assets, and employees.

USE OF BIOFUELS

The Department’s support and promotion of biofuels in fiscal year 2001 resulted
in an estimated 112,000 gallons of biodiesel fuel used in USDA vehicles and equip-
ment. The Agricultural Research Service’s Henry A. Wallace Center in Beltsville,
Maryland has taken the lead in demonstrating the benefits of biodiesel use, includ-
ing using a biodiesel heating oil blend to heat over a dozen buildings at the Center.

On August 8, 2001, Secretary Veneman issued Secretary’s Memorandum 5400-8,
establishing a statement of preference for use of ethanol and biodiesel fuels in
USDA’s motor vehicles and ordering actions to carry out these policy preferences.
USDA was recognized with a White House “Closing the Circle” award in June 2001
for significant contributions to the environment through the use and promotion of
biodiesel fuel.

FEDERAL EXCESS PERSONAL PROPERTY PROGRAM

Section 923 of the Federal Agriculture Improvement and Reform Act (FAIR) of
1996, authorized the Secretary of Agriculture to acquire and transfer excess Federal
personal property to any of the 1994 Tribal Institutions, Hispanic-Serving Institu-
tions, and the 1890 colleges and universities, including Tuskegee University. In fis-
cal year 2001, USDA transferred $3.1 million worth of personal property under the
program, bringing the total to greater than $10.6 million since the program began
in fiscal year 1999. This program provides much needed property and equipment to
institutions that otherwise would not be able to acquire property due to limited
funds and will improve the institutions’ capability in the areas of research, edu-
cational, and technical and scientific activities.

PROCUREMENT POLICY

During fiscal year 2001, USDA completed work to make FedBizOpps available for
use throughout the Department. FedBizOpps is a system for electronically adver-
tising our contracting opportunities and furnishing copies of solicitations via the
Internet. It is part of the President’s e-Government Management Agenda.

With regard to the increased use of Performance Based Service Contracting
(PBSC), another Presidential Management Agenda item, USDA surpassed the Ad-
ministration’s fiscal year 2001 goal of 10 percent of eligible contracts applying per-
formance-based methods. In fiscal year 2002, we are stepping up our monitoring and
leadership to assist USDA agencies in meeting the 20 percent goal. This includes
placing actual PBSC contracts on the Internet as examples to assist USDA agencies
in achieving this challenge. In fiscal year 2003, the planned goal is 30 percent and
we will continue our performance monitoring, scrutinize advance procurement plans,
and expand our website information, including training aids and example PBSC
contracts.
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HUMAN RESOURCES MANAGEMENT

The Office of Human Resources Management (OHRM) is providing leadership to
the Department on the human capital piece of the President’s Management Agenda.
OHRM prepared a 5-year restructuring plan focused on improving accountability
within the Forest Service and on improving efficiency within the Service Center
agencies. OHRM is also supporting the President’s Management Initiative dealing
with e-Government, specifically the interagency projects on HR Enterprise, e-re-
cruiting and e-training.

OHRM completed a workforce analysis and is working on an analysis of critical
skill gaps. The Office is participating with the Office of Personnel Management and
other Federal Departments in a job fair for information technology specialists.
OHRM is preparing to launch three new developmental programs: a USDA-wide
mentoring program, a new leadership development program for executives and man-
agers, and a new Career Intern Program for scientific, administrative and profes-
sional occupations.

OHRM is making significant changes to the USDA’s policies and practices for
managing the Senior Executive Service (SES). In fiscal year 2002, executive per-
formance plans will be better integrated with the Department’s Annual Performance
Plan. Performance standards will be more measurable and reflect a balanced score-
card: mission results, business results, customer service satisfaction, employee satis-
faction and civil rights. OHRM is developing common performance standards to hold
all executives accountable for the President’s Management Initiatives and civil
rights. A standing Executive Resources Board was formed to provide peer oversight
of the SES.

OHRM continues to support the recruitment and retention of a diverse workforce.
Employee advisory councils were established to provide the Secretary with sound
advice about eliminating under-representation of minorities and women. USDA has
significantly increased its hiring rates for Hispanics and is hiring larger numbers
of persons with disabilities. In 2000, UDA made a commitment to hire 9,000 persons
with disabilities by 2005.

OHRM has led a corporate approach to planning and investing in IT systems in
the human resources management area. USDA now has a standard for software
that classifies positions and has piloted three possible software solutions to speed
up the hiring process. USDA also has made a good start at e-training with over
17,000 licenses with commercial providers. This year, OHRM will lead the mission
areas in developing a business case for IT solutions for transaction processing and
employee self-service.

CONFLICT PREVENTION AND RESOLUTION OHRM’S

Conflict Prevention and Resolution Center leads and coordinates the Department’s
conflict prevention and resolution activities, focusing on the use of Alternative Dis-
pute Resolution (ADR) to resolve conflicts in the workplace and between USDA and
its customers. In fiscal year 2001, two Departmental directives on ADR were issued,
and “Dealing with Workplace Conflicts and Concerns: A Guide for Employees” was
published for all USDA employees. USDA continued to resolve over 80 percent of
workplace disputes when ADR was used in the earliest stages of conflict, before the
filing of a grievance or EEO complaint. Over 5,000 USDA employees received train-
ing in conflict resolution. Finally, the Certified Agricultural Mediation Program pro-
vided service in over 4,000 disputes involving producers and other USDA customers.
Efforts in fiscal year 2002 will be focused on increased use of ADR to resolve EEO
complaints, and on educating agencies on the potential for ADR usage and other col-
laborative processes in a wide range of programmatic disputes.

GOVERNMENT ETHICS PROGRAM

The Office of Ethics (OE) was formed in 1998 to provide Government ethics lead-
ership and services within the Department. At the request of other agencies, OE has
opened a Web site which provides access to training and financial disclosure forms
to USDA employees and to employees from several other Departments and Govern-
ment organizations. This open Internet access to training and other materials is a
major step forward toward e-Government.

AGRICULTURE BUILDINGS AND FACILITIES

The fiscal year 2002 Budget requests $71 million for Agriculture Buildings and
Facilities for the operations, maintenance and repair of current facilities including
$34 million for the continuation of the project to renovate the 70-year old Agricul-
tural South Building. The building is 10 years older than the Pentagon and is in
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dire need of repair and renovation to make it safe, efficient, and functional. We are
now constructing Phase 2 of the 8-phase renovation project approved by Congress
in 1995. Phase 3 of the renovation will begin this fall. The required renovation work
includes fire protection systems, abatement of hazardous materials, and replace-
ment of over-aged and inefficient utility systems.

The request also contains $851,000 for major repairs scheduled for the other
buildings of the USDA Headquarters Complex including the Sidney R. Yates Build-
ing, the Jamie L. Whitten Building and the Cotton Annex.

Formerly, this appropriation included the central rent account which provided the
rental amounts to be transferred to the General Services Administration for space
occupied nationwide by USDA agencies except the Forest Service. The fiscal year
2003 Budget proposes to fund those rental payments and related costs in the budget
of the agencies occupying the space. This will allow managers direct control over
rental space allocations and better reflect true program cost.

HAZARDOUS MATERIALS MANAGEMENT

The Hazardous Materials Management Program is needed to meet USDA compli-
ance responsibilities under the Comprehensive Environmental Response, Compensa-
tion and Liability Act (CERCLA), the Resource Conservation and Recovery Act
(RCRA), and related State and local laws and regulations, and to meet the USDA
goal of completing all environmental cleanup actions by the year 2045. Activities
supported by this program contribute directly to USDA’s strategic goal of maintain-
ing and enhancing the Nation’s natural resources and environment.

We must clean up and restore lands and facilities currently and formerly under
USDA jurisdiction, custody, and control and ensure responsible management in the
use, storage, and disposal of hazardous materials and waste. Non-compliance may
result in the Department being subject to environmental enforcement actions by
Federal and State regulators, lawsuits by private parties, and citizen suits at any
of these sites. Under applicable Federal and State pollution control laws, fines and
penalties could exceed 525,000 per day and lawsuits could cost, in some cases, more
than the funding needed to perform a timely cleanup action.

USDA cleaned up 47 sites in fiscal year 2001 and plans to cleanup 17 this year
and another 48 sites in fiscal year 2003. Since 1987, over 2,250 sites have been
cleaned up. Many of the smaller, simpler, and less costly priority sites have already
been cleaned up. However, the cleanup of environmentally contaminated sites may
now be more challenging because many of the over 2,000 sites remaining to be com-
pleted are more costly and more complicated. Cleanup costs at some sites may ex-
geeg 1?100 million, and USDA’s current cost estimate to complete all work exceeds

4 billion.

DIRECT APPROPRIATION

For Departmental Administration, the Budget requests $48.5 million. This
amount would provide program increases of $2 million for civil rights enforcement,
$2.2 million for security and homeland defense and $200 thousand in support of the
President’s management objectives for Government procurement.

CONCLUSION

Mr. Chairman and members of the Subcommittee, this concludes my statement
on the Departmental Administration budget for fiscal year 2003. I want to reiterate
our appreciation for the strong support which this Subcommittee has given us.

PREPARED STATEMENT OF KEVIN HERGLOTZ, DEPUTY CHIEF OF STAFF AND DIRECTOR
OF COMMUNICATIONS, OFFICE OF COMMUNICATIONS

Mr. Chairman and members of the Subcommittee, I am pleased to discuss the fis-
cal year fiscal year 2003 budget request for the Department of Agriculture’s Office
of Communications.

When Congress wrote the law establishing the U.S. Department of Agriculture in
1862, it said the department’s “. . . general designs and duties shall be to acquire
and to diffuse among the people of the United States useful information on subjects
connected with agriculture in the most general and comprehensive sense of the
Word(i The Office of Communications coordinates the implementation of that original
mandate.

The Office of Communications coordinates communications with the public about
USDA’s programs, functions, and initiatives, providing information to the customers
and constituency groups who depend on the Department’s services for their well-
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being. It also coordinates the communications activities of USDA’s seven major mis-
sion areas and provides leadership for communications within the Department to
USDA'’s employees.

The Office of Communications is adopting new technologies to meet the increased
demands for information. Using the Internet’s world wide web, radio, television and
teleconference facilities, we are able to ensure that the millions of Americans whose
lives are affected by USDA’s programs receive the latest and most complete informa-
tion. The Office of Communications’ 5-year strategic goal is to support the Depart-
ment in creating a full awareness among the American public about USDA’s major
initiatives and services. This is essential to providing effective customer services and
efficient program delivery and should result in more citizensBespecially those in un-
derserved communities and geographic areasBavailing themselves to helpful USDA
services and information.

The Office of Communications will continue to take an active part in policy and
program management discussions by coordinating the public communication of
USDA initiatives. We will continue to provide centralized operations for the produc-
tion, review, and distribution of USDA messages to its customers and the general
public. We will also monitor and evaluate the results of these communications. Staff
will be instructed in using the most effective and efficient communications tech-
nology, methods, and standards in carrying out communications plans.

Also, we are focusing on improved communications with USDA employees, espe-
cially those away from headquarters. This will enhance their understanding of
USDA’s general goals and policy priorities, programs and services, and cross-cutting
initiatives.

Our office will work hard to meet our performance goals and objectives. We will
work to communicate updated USDA regulations and guidelines, conduct regular
training sessions for USDA communications staff about using communication tech-
nologies and processes to enhance public service, foster accountability for commu-
nications management performance throughout USDA, and continue to work to cre-
ate a more efficient, effective and centralized Office of Communications. Increasing
availability of USDA information and products to underserved communities and geo-
graphic areas through USDA’s outreach efforts is integral to our performance ef-
forts. The Office of Communications will also provide equal opportunity for employ-
ment and promote an atmosphere that values individual differences.

FISCAL YEAR 2003 BUDGET REQUEST

The Office of Communications is requesting a budget of $10,153,000. This is a net
increase of $727,0000 ($9,426,000 available in 2002). If you exclude the Federal Em-

loyee Pension and Health Benefits, our request is $9,637,000, a net increase of
§743,000. The net increase includes $61,000 for annualization of the fiscal year 2002
pay raise, $185,000 for the anticipated fiscal year 2003 pay raise, and $497,000 for
Web Page Redesign and Outreach benefits. The Explanatory Notes provided to the
Committee presents information on the comparable levels for these items in fiscal
year 2001 and 2002.

Our central task is to ensure the development of communications strategies which
are vital to the overall formation, awareness and acceptance of USDA programs and
policies. As more than 90 percent of the Office of Communications’ obligations are
for salaries and benefits, this increase is vital to support and maintain staffing lev-
els for current and projected demands for our products and services. Since our cur-
rent budget leaves little flexibility for absorbing increased costs, the Office of Com-
munications cannot absorb these additional salary costs without placing severe con-
straints on daily operations. This could result in backlogs and delays in communica-
tions items such as printing, graphic design and photography used in support of
education or promotion of American agriculture.

This concludes my statement, Mr. Chairman. I will be pleased to respond to any
questions.

PREPARED STATEMENT OF EDWARD MCPHERSON, CHIEF FINANCIAL OFFICER, OFFICE
OF THE CHIEF FINANCIAL OFFICER

Mr. Chairman and members of the Subcommittee, I am pleased to present the fis-
cal year 2003 budget request for the Office of the Chief Financial Officer (OCFO)
and the Department’s Working Capital Fund (WCF) of the United States Depart-
ment of Agriculture (USDA).

My remarks today address:

—The results on which we are currently focused;

—Results we have achieved recently;
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—Our fiscal year 2003 Budget Request;

—The Department of Agriculture’s Working Capital Fund.

The Chief Financial Officer of the United States Department of Agriculture
(USDA) is responsible for the financial leadership of an enterprise which, were it
in the private sector, would be the sixth largest company in the United States with
$76 billion in annual spending, 131,385 employees and $127 billion in assets.

These responsibilities are fulfilled by a headquarters staff in Washington, D.C.
with accounting operations support provided by USDA’s National Finance Center in
New Orleans, Louisiana.

The National Finance Center also operates an item processing and record-keeping
business that executes payroll for about one-third of all Federal employees and pro-
vides administrative data for more than 120 government entities, including the
Thrift Savings Plan (TSP) with 2.5 million participants who own $92 billion in in-
vestment assets.

RESULTS ON WHICH WE ARE CURRENTLY FOCUSED

We are currently focused on accomplishing the following five results in fiscal year
2002 as context for you in considering our fiscal year 2003 budget request:

—Enhancing USDA’s system of internal control with a goal of a clean audit opin-
ion for the United States Department of Agriculture’s fiscal year 2002 financial
statements after 7 years of disclaimed opinions;

—Completing the successful implementation of a standard accounting system at
USDA and improving related corporate administrative systems;

—Focusing the effectiveness of the National Finance Center (NFC) in satisfying
USDA and non-USDA customers as well as the employees and other stake-
holders of NFC;

—Effectively conducting competitive sourcing responsibilities for USDA under the
Federal Activities Inventory Reform (FAIR) Act;

—Advancing the integration of performance measurement with the annual budget
process in concert with USDA’s Office of Budget and Program Analysis.

RESULTS ACHIEVED RECENTLY

Since taking these responsibilities on October 5, 2001, am pleased to report the
following important results that have recently been achieved:

Rural Development (RD) received an unqualified (“clean”) audit report on their
fiscal year 2001 financial statements as a result of our resolving long-standing defi-
ciencies in present value accounting (Credit Reform) used to establish program costs
on Rural Development’s $70 billion loan portfolio. In addition, the Commodity Cred-
it Corporation, with $14 billion in loans, received an unqualified opinion on its Bal-
ance Sheet, Statement of Net Position and Statement of Net Cost for the first time
in several years. (Commodity Credit Corporation received a disclaimer on the State-
ment of Budgetary Services and the Statement of Financing due to issues in record-
ing various versions of its budgets.)

Therefore, four of the five USDA agencies that had stand-alone audits for fiscal
year 2001 will have largely clean opinions—a significant breakthrough. The last re-
maining agency, the Forest Service, is a primary focus for corrective actions already
underway. A sixth agency, Food and Nutrition Services, had a waiver from a stand-
alone audit in fiscal year 2001 because they consistently have had a clean opinion.

USDA’s controllership competency has been enhanced by accessing additional tal-
ent, reengineering accounting processes, integrating information technology initia-
tivesl, and clarifying individual and collective accountability for performance. For ex-
ample:

—A new Associate Chief Financial Officer, four experienced controllers and sev-

eral new agency chief financial officers are now in place at USDA;

—Accounting operational processes have been improved in the Forest Service,
other agencies, and the National Finance Center;

—Since October 2001, 15 USDA agencies or mission areas comprising approxi-
mately 98 percent of USDA employees are served by our standard accounting
system;

—Specific financial accountability performance standards are now included in the
annual performance plan of each agency’s chief financial officer.

USDA’s decision-making and Administration has been improved in its Working
Capital Fund through specific business cases justifying the spending of this money
and improved cash management.

Our approach to competitive sourcing is now focused on creating sound choices to
advance the performance of USDA as an enterprise, as well as that of individual
mission areas and agencies.
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USDA is re-examining our lending function to assure effective credit approval,

loan portfolio management, information technology use, and debt collection.

Recent achievements at the National Finance Center include:

—Implementing two new Thrift Savings Plan investment funds, the Small Cap-
italization Stock Index Investment (S) Fund and the International Stock Index
Investment (I) Fund;

—Establishing the Salary Offset Agency Process to notify payroll offices of past
due debts by individuals they currently payroll. NFC was the first payroll office
within the Federal Government to provide the Department of Treasury with
this automated interface;

—Opening the Thrift Savings Plan to military service people.

FISCAL YEAR 2003 BUDGET REQUEST

With this context, let’s turn to our 2003 Budget Request. Our fiscal year 2003 op-
erating budget request is for $8,399,000, an increase of $2,747,000 or 48 percent
over the adjusted fiscal year 2002 level of $5,652,000. Within this budget request
there is a total of $254,000 to cover the cost of items previously paid from central
accounts within USDA or on a government-wide basis, including Federal Employees
Compensation Act and Civil Service retirement and retiree health benefits. The Ex-
planatory Notes provided to the Committee contain information on the comparable
levels for these items in fiscal year 2001 and fiscal year 2002. Approximately 90 per-
cent of the Office of the Chief Financial Officer’s current obligations are for the sala-
ries and benefits of the OCFO staff. The requested pay cost increase of $147,000
(2.6 percent or $110,000 for the fiscal year 2003 increase plus $37,000 for
annualization of the fiscal year 2002 increase) and $46,000 or 1 percent for salary
adjustments are fundamental to maintaining the current staff level for leadership
and oversight of financial management at USDA.

The remaining increase of $2.3 million and 17 staff years is essential to executing
our primary accountability of providing sound financial management and accounting
operational processes at USDA. Specifically, I am seeking increases for the following
purposes:

—An increase of $885,000 and 7 staff years for Financial Statements, Account-
ability Report and Consolidated Audit Oversight. OCFO is not properly staffed
to lead the preparation of financial statements and support to the Inspector
General’s financial auditing processes. The requested resources are vital for the
USDA to comply with basic financial reporting and the increased reporting re-
quirements under the Reports Consolidation Act of 2000, which mandates that
agencies must produce a single, consolidated accountability report. This ac-
countability report includes the annual financial statements, agencies’ assur-
ances on management controls and the annual performance report required by
the Government Performance and Results Act (GPRA). Further, Office of Man-
agement and Budget Bulletin No. 97-01, Form and Content of Agency Financial
Statements, has mandated that agencies submit interim unaudited financial
statements on a quarterly basis in fiscal year 2003. In addition, beginning with
the quarter ending March 31, 2004, USDA is required to submit to OMB its
quarterly unaudited financial statements 21 days after the end of each quarter.

—An increase of $410,000 and 3 staff years for GPRA and Performance Manage-
ment. Current staffing is insufficient to handle the GPRA planning and review
activities for the 26 USDA agencies and to meet the increasing demand for per-
formance reporting. To address increased workload and provide oversight, a
staffing increase of three full-time equivalent staff and contract support costs
of $100,000 are required for the development and production of the three De-
partment-wide GPRA plans and reports.

—An increase of $542,000 and 3 staff years for Cost Accounting and competitive
sourcing responsibilities associated with the FAIR Act. Fiscal year 1998 through
fiscal year 2000 USDA Consolidated Financial Statement Audit Reports have
included findings on USDA noncompliance with laws and regulations regarding
cost accounting and user fee’reviews for goods and services. Without essential
staff, it is not possible to provide the necessary policy and guidance to indi-
vidual agencies and to perform the necessary follow-up work to ensure compli-
ance with policy. Audit findings have criticized previous USDA CFO’s insuffi-
cient efforts to provide guidance and monitoring activities related to user fee re-
views and cost accounting methodologies. This request would provide two full-
time equivalent staff to coordinate and oversee the agency’s cost accounting and
user fee activities review. We also request $250,000 for contract support to de-
velop appropriate cost accounting methodologies, document processes, review
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user fees, and construct performance linkages to strategic planning goals and
objectives.

—This initiative also requests one additional full-time equivalent staff to support
the Department-wide implementation of the Federal Activities Inventory Re-
form (FAIR) Act of 1998 and related A-76 public/private sector cost comparisons
and competition. The Department is required annually to review the workforce
and inventory all commercial and inherently governmental jobs and provide re-
ports to the Office of Management and Budget. Increasing public-private com-
petition will require additional oversight, guidance and policy development at
the Departmental level.

—An increase of $463,000 and 4 staff years for Departmental Administration and
Staff Office Accounting and Budget Execution Support. This staffing is essential
to improve the timeliness and accuracy of financial reporting for these USDA
functions. The implementation of the Department’s new financial management
system has brought significant changes in the financial management practices
for Departmental Administration and Staff Offices. These resources will provide
important customer services, including the preparation of required external fi-
nancial reports, definition and development of internal financial management
reporting tools, preparation of applicable financial accounting adjustments, and
assistance in budget preparation and execution. The staff also acts as an inter-
mediary between the administrative end-users of the financial management sys-
tem here at headquarters and the accounting processing functions located at the
National Finance Center.

WORKING CAPITAL FUND

Let’s focus on USDA’s Working Capital Fund (WCF). As context, the Working
Capital Fund provides controllership services to USDA agencies and offices, data
processing for USDA and a wide range of item processing and record keeping for
non-USDA customers.

We estimate total operating costs for the WCF in fiscal year 2003 will be $323.0
million, an increase of $11 million or 3.6 percent over the fiscal year 2002 estimate.
The cost of basic services for financial management, information technology data
centers, telecommunications and administrative services will increase by about $7
million or 2.5 percent from $274 million in fiscal year 2002 to $281 million in fiscal
year 2003.

The remaining $42 million for the operating cost of the USDA corporate systems
is an increase of $4 million or 11 percent. These systems include the Foundation
Financial Information System (accounting), the Integrated Procurement System and
the Universal Telecom System (Network Infrastructure).

The most important financing message I have for you today in this regard is my
request for $21 million in new appropriations to the Working Capital Fund to invest
in USDA’s corporate systems development. These systems are needed to process
over $2.1 billion in procurement, $3.0 billion in property management, and $15 bil-
lion in payroll, travel and other administrative systems. This funding will address
severe IT infrastructure and system architecture deficiencies in order to meet the
financial management and accounting needs of our agencies.

USDA’s Executive Information Technology Investment Review Board will deter-
mine funding priorities among the following systems:

—Integrated Acquisition System (IAS).—This system will be the corporate pro-
curement system for USDA. After the accounting system, it is a critical system
for our accurately reporting financial results, improving procurement services,
our ability to do electronic government, and streamline and manage both pro-
curement and financial management processes. It will also assure adequate in-
ternal controls and avoid the rework we must now do to reconcile the old pro-
curement feeder system and the accounting system.

—Travel.—We will use this money to look at alternative ways of accounting for
travel at USDA. Initial funding will be used for a market survey of potential
service providers and for the implementation of the new USDA travel solution.

—Property | Asset Management.—A large item on our balance sheet financial state-
ment is property, an area over which we need more control and assurance. Sim-
ply put, we need a new property/asset management system to provide internal
stewardship and financial management controls of property with a workable
interface among the three key systems for our financial results: property sys-
tems, procurement systems and the accounting system.

—Data Warehouse Enhancements.—The Data Warehouse is the basis for an inte-
grated financial management system at USDA. When it is complete, it will pro-
vide USDA with corporate data needed to manage USDA and monitor perform-
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ance. The enhancements planned will be needed to address the data being pro-
vided by the new feeders so users will have adequate reports and to provide the
data and system needed for performance and financial reporting.

—Universal Telecommunications Network.—This effort will provide USDA a
shared telecommunications network that has the capacity needed to allow cus-
tomers to transact business with USDA electronically and safeguard their data
from intrusion. Funding will be provided to continue this effort.

I thank you, Mr. Chairman, for the opportunity to share with you:

—The results on which we are currently focused;

—Results we have achieved recently;

—Our Fiscal year 2003 Budget Request; and

—USDA Working Capital Fund.

I welcome any questions the Committee might have.

PREPARED STATEMENT OF NANCY L. SMITH, ACTING DIRECTOR, NATIONAL APPEALS
DivisioN

Mr. Chairman and members of the Subcommittee, I am pleased to appear before
you to discuss the fiscal year 2003 budget request for the National Appeals Division.

INTRODUCTION

The National Appeals Division (NAD) was established by the Secretary of Agri-
culture pursuant to the Reorganization Act of 1994. The Act consolidated the appel-
late functions and staffs of several USDA agencies under a single administrative ap-
peals organization. NAD appeals involve program decisions of the Commodity Credit
Corporation, the Farm Service Agency, the Risk Management Agency, the Natural
Resources Conservation Service, and Rural Development agencies. Moreover, in
States under the authority of the United States Court of Appeals for the Eighth Cir-
cuit, NAD Hearing Officers adjudicate and the Director makes final determinations
on applications for fees under the Equal Access to Justice Act (EAJA). NAD is
headquartered in Alexandria, Virginia, and has regional offices located in Indianap-
olis, Indiana; Memphis, Tennessee; and Lakewood, Colorado. NAD’s staff of 133 in-
cludes 70 hearing officers.

MISSION

NAD’s mission is to conduct evidentiary administrative appeals hearings and re-
views arising out of program decisions of certain USDA agencies. Our strategic goal
is to conduct independent evidentiary hearings and issue timely and well-reasoned
determinations that correctly apply USDA laws and regulations. NAD’s mission is
statutorily specific, but its operation is dynamic and challenging, given the complex-
ities of changing laws, regulations and policies affecting USDA program decisions.

For 2003, the budget proposes a total of $15,262,000 for NAD’s salaries and ex-
penses, an increase of $2,393,000 from the amount enacted in fiscal year 2002, ex-
cluding supplementals. Within this fiscal year 2003 request, $1,503,000 covers the
costs of items previously paid from central accounts within USDA or on a govern-
ment wide basis, including GSA rental payments, Federal Employees Compensation
Act and Civil Service retirement and retiree health benefits. The Explanatory Notes
provided to the Committee provide information on the comparable levels for these
items in fiscal year 2001 and fiscal year 2002.

That concludes my statement, and I look forward to working with the Committee
on the 2003 National Appeals Division budget.

PREPARED STATEMENT OF JOYCE N. FLEISCHMAN, ACTING INSPECTOR GENERAL,
OFFICE OF INSPECTOR GENERAL

INTRODUCTION AND OVERVIEW

Good morning, Mr. Chairman and members of the Committee. I appreciate the
opportunity to testify before you today to discuss the activities of the Office of In-
spector General (OIG) and to provide you information on our audits and investiga-
tions of the major programs and operations of the U.S. Department of Agriculture
(USDA).

While this is my first formal appearance before the Committee as Acting Inspector
General, I have been the Deputy Inspector General at USDA for more than 6 years
and have been involved in the oversight and direction of OIG throughout this time.
I want to thank you for your support to the agency during the past and hope we
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have been able to address some of your concerns. I look forward to working closely
with you both as Acting Inspector General and Deputy Inspector General.

Before I begin, I would like to introduce the members of my staff who are here
with me today: Gregory Seybold, Assistant Inspector General for Investigations;
Richard Long, Assistant Inspector General for Audit; and Delmas Thornsbury, Di-
rector of our Resources Management Division.

The safety and wholesomeness of agricultural products provided to the public is
our primary concern. OQur audits and investigations have continually addressed
issues related to the integrity and security of American agriculture, the protection
of the consumer, and the safety of USDA-operated and- funded facilities and their
personnel. As such, much of our work has been focused on what are now termed
“Homeland Security issues” even before the tragic events of September 11.

Our work in protecting the Nation’s food supply, cybersecurity, disaster programs,
production agriculture, and financial integrity are all part of our broad spectrum of
ensuring the safety of the agricultural economy and the Department’s infrastruc-
ture. With the events of September 11, these efforts have been greatly intensified
and reinforced.

In my testimony today, I will address these crucial issues facing the Department
and the work OIG is doing to support and assist in these areas.

HOMELAND SECURITY

Homeland Security—Response to Terrorism

The events of September 11 and the subsequent anthrax attacks have given new
urgency to issues of security over USDA’s infrastructure and the agricultural econ-
omy. Those events tested OIG’s law enforcement response and audit support to de-
partmental operations as never before in our history. Following the terrorist attacks,
OIG special agents immediately provided emergency assistance and participated in
the Federal Bureau of Investigation (FBI) task force operations in New York City.
In addition, over 30 special agents were deployed to more than 50 critical USDA-
operated or -funded facilities, including laboratories and research facilities across
the country, to determine vulnerability to attack or compromise by terrorists. They
met with facility and laboratory directors, safety officers, and research leaders to
discuss and evaluate the security measures for the facilities, personnel, foreign sci-
entists and researchers, and the handling of hazardous materials. We assigned 32
special agents to counterterrorism task forces and to nationwide criminal investiga-
tions related to the events of September 11.

We are working with USDA agencies to protect the food supply and ensure that
the Department continues to serve the needs of the agriculture sector and the con-
sumer. OIG has helped USDA agencies establish teams of dedicated personnel to
respond to each emerging crisis. In addition, the agency has been responding to nu-
merous anthrax contamination threats at Federally inspected meat plants and other
f)ensit}ilve USDA facilities. I am happy to say that, to date, all of these threats have

een hoaxes.

Security of USDA Laboratories and Critical Facilities

In the spring of 2001, we began a review of the Department’s security and con-
trols over biohazardous materials at its laboratories. We looked at controls to pre-
vent the inadvertent or intentional release of the biohazardous materials. We inter-
viewed departmental and agency officials and visited 6 of the Department’s bio-
safety level (BL) 3 laboratories. The Department was then unaware of the nature,
number, and biosafety risk of biohazardous materials at any of its facilities, both
USDA-operated and USDA-funded. The Department did not require detailed track-
ing records of any access to biohazardous materials or comprehensive security
checks on personnel with access to these materials. Moreover, the Department did
not have adequate physical security at a number of its facilities commensurate with
the level of risk. Our past investigations of vandalism at USDA facilities by animal
rights and environmental activist groups had already identified the heightened need
for physical security at many of these facilities, especially those of the Forest Serv-
ice (F'S) and the Animal and Plant Health Inspection Service (APHIS).

The September 11 events suddenly imbued these vulnerabilities with a new sense
of urgency, particularly given the possibility of a terrorist presence in our country
and the devastating impact of an intentional release of such biohazardous materials
on the agricultural economy. On September 24, we issued an interim report to the
Department advising that it needed to take immediate steps to identify and compile
an inventory of biohazardous materials in its possession. Further, it needed to
strengthen management controls. Moreover, it needed to ensure that all materials
are adequately accounted for and strengthen or upgrade the physical security at its
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facilities commensurate to the biosafety risk of the materials. Shortly thereafter, the
Department responded by establishing a task force to draft departmentwide policies
and procedures on biosecurity requirements for its BL 3 laboratories. They were to
address inventory control, physical security, personnel security, and incident report-
ing. OIG participated in the task force discussions and provided feedback on the
draft policies and procedures. During the period of these reviews, the Department
contracted with the Sandia National Laboratories to conduct a risk assessment and
security analysis at all of its BL 3 laboratories.

Concurrently, because of the heightened awareness of the consequence of these bi-
ological agents if released, we accelerated and broadened our review. We imme-
diately met with APHIS officials to discuss our concerns with the import and domes-
tic shipment of such biohazardous materials. We were encouraged that the agency
had already begun to address these concerns by temporarily suspending new per-
mits while it reviewed the process. We interviewed Department officials who admin-
istered the visitor exchange, or J—1 visa program, at the departmental laboratories.
Based on these interviews and meetings, we proposed additional procedures to pre-
clude a potential terrorist, posing as a visiting scientist, from obtaining such biohaz-
ardous materials. Further, we proposed procedures to strengthen the visa programs
and monitoring of visitors to USDA facilities. We devoted increased resources to our
review of controls over genetically engineered organisms, or GEOs, whose premature
and uncontrolled release into the environment in an untested state might damage
agricultural production.

Because we were concerned whether any new inventory and security procedures
had been implemented at the field level, we dispatched approximately 50 auditors
to over 100 laboratories nationwide in October and November 2001. In December,
we issued another interim report to the Department. We reported there had been
no concerted efforts by the agencies to contact the laboratories under their control,
obtain an inventory of biohazardous agents, or ensure that security measures are
adequate. We recommended that the Department hasten implementation of the poli-
cies and procedures prepared by its biosecurity task force and take immediate action
to correct the deficiencies at one BL 3 laboratory. Since then, a number of the agen-
cies have compiled inventories and have started to evaluate the vulnerability or risk
associated with such inventories with the goal of implementing additional biosecu-
rity measures.

In our second phase of this ongoing review, we intend to evaluate the controls and
security at university and private laboratories funded by the Department. This will
include biological agents and chemical and radioactive materials stored or used at
these laboratories and their shipment by these facilities.

Enhanced Controls Needed on Imported Meat and Agricultural Products

One of OIG’s ongoing activities, even before September 11, was involvement in de-
partmental efforts to ensure that animal and plant diseases from abroad do not in-
fect agricultural production in this country. During 2001, the world witnessed out-
breaks of Foot and Mouth Disease (FMD) in Europe and South America. At the out-
break of FMD in Great Britain and elsewhere, we began establishing emergency re-
sponse teams to investigate similar threats to American livestock and agriculture.
A team traveled to the United Kingdom to gain firsthand knowledge of its law en-
forcement agencies’ experience in dealing with quarantines, as well as any unlawful
activity associated with that outbreak.

Because of the devastating effect FMD could have on the U.S. livestock industry
if an outbreak occurred in this country, last summer OIG undertook an expedited
review of APHIS and the Food Safety and Inspection Service’s (FSIS) functions re-
garding imported meat. We found that the fundamental problem was poor or failed
communications between the two agencies. For the processes of inspection, reinspec-
tion, and clearance or rejection of imported meat to work efficiently, the two agen-
cies must communicate in an organized and punctual manner. This did not always
occur. For example, a mixed shipment of over 32,000 pounds of meat product from
an FMD-restricted country arrived at the Port of Houston and was approved by
APHIS for transport to an FSIS inspection house. However, when APHIS approved
the transfer, it inadvertently released the hold on the shipment, allowing the meat
product to be shipped prematurely. Neither agency was aware the product had been
shipped to a commercial warehouse in San Antonio, Texas, until the broker discov-
ered the error 9 days after the release of the product. As a result, the product was
returned to Houston, where over one-sixth of it had to be destroyed because it had
been produced after the FMD restricted date.

We found that APHIS needed to improve its accountability over imported products
from their arrival at U.S. ports-of-entry through disposition. More importantly, nei-
ther APHIS nor FSIS had an adequate system of controls or records that could
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produce such information. We recommended that these agencies implement new
procedures to strengthen their communication and coordination at the field level
and that they issue instructions specifically identifying the responsibilities of each
agency regarding the handling of products from restricted countries. We further rec-
ommended that APHIS discontinue its policy of allowing mixed shipments of unre-
stricted and restricted products to enter the country for sorting. Additionally, we
recommended that the agencies jointly conduct an inventory to identify and account
for all products that had entered the United States from FMD-restricted countries
and ensure the disposition of any that still remained. We recommended that APHIS
improve its systems to track and account for products that are retained on hold at
the ports-of-entry and flag instances where such products have remained for an un-
reasonable amount of time. Both APHIS and FSIS agreed with the findings and rec-
ommendations and are acting on them.

We are just completing a review of the adequacy and effectiveness of APHIS’ oper-
ations to prevent or minimize the introduction of harmful, exotic pests and diseases
into the United States. We disclosed in an interim report that APHIS’ process for
performing criminal history record checks on newly hired employees assigned to
work in secure areas of commercial airports did not meet Federal Aviation Adminis-
tration (FAA) requirements. For instance, we documented one case in which an
APHIS inspection officer worked for over 280 days without a check having been ini-
tiated even though FAA regulations required one within 45 days of hiring. During
that time, the employee had unescorted access to secure areas of a major commer-
cial airport. We recommended that APHIS immediately identify all employees for
whom background checks had not been made; take interim measures to ensure they
were not assigned to secure areas; amend its hiring policies to include preemploy-
ment checks that, at a minimum, meet FAA requirements; and implement a track-
ing system to ensure that employees properly complete and return security forms
within specified timeframes. APHIS agreed to do so.

TRACING FINANCIAL TRANSACTIONS

Since September 11, U.S. Attorneys around the country have established task
forces of Federal and State law enforcement agencies to identify and seize sources
of funding for terrorist groups. We are participating in many of these task forces
because we know that money from several of our current food stamp trafficking
cases is being transferred overseas. We have routinely focused our investigations re-
garding the trafficking of food stamp benefits, either via paper coupons or the Elec-
tronic Benefits Transfer (EBT) system, on the money trail. One recent investigation
of food stamp trafficking identified approximately $228,000 that was transferred to
foreign bank accounts in a country known to harbor terrorists by the owners of a
convenience store authorized to accept food stamps and Special Supplemental Nutri-
tion Program for Women, Infants, and Children benefits.

We have moved to halt this type of fraud through aggressive use of money laun-
dering and forfeiture statutes and through combining our efforts with other law en-
forcement agencies. Our goal is to prevent USDA program funds from supporting
any terrorist operatives, either in the United States or overseas.

SECURITY OVER HAZARDOUS MATERIAL

We have an audit underway to evaluate APHIS safety practices, accountability,
and internal controls over the handling, security, and disposal of hazardous mate-
rials, used in its Wildlife Services programs, including explosives and pesticides. We
found that APHIS lacks adequate accountability and control over hazardous pes-
ticides and drugs maintained by some of its State offices for use in wildlife damage
control. At the 2 State offices we visited, which have over 32 percent nationwide of
the pesticides and 24 percent of the drugs used in the National program, APHIS
did not maintain adequate records to support its inventories of hazardous materials
representing 8 different pesticides or drugs including M—44 cyanide and fumitoxin
fumigant. We recommended that the two State APHIS offices determine whether
unaccounted for hazardous materials were missing or stolen and report to OIG. In
addition, we recommended the State offices immediately establish and implement
controls to ensure that perpetual inventory records of pesticides and drugs are
maintained. Further, we recommended that the State offices document transfers to
applicators and perform periodic inventory counts. APHIS has acted on our rec-
ommendations; however, in requiring its State offices to perform and reconcile in-
ventories, discrepancies have come to light which we will be pursuing with APHIS
to resolve.
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Outreach Activities

Our experiences over the years working with State and local law enforcement
agencies, especially during Operation Talon, have reinforced the benefits that joint
Federal, State, and local cooperative efforts can have in protecting USDA programs
and resources. While first responses will always involve State and local agencies,
the catastrophic events of September 11 highlighted the urgent and increased need
for Federal, State, and local coordination of efforts to protect the Nation’s food sup-
ply. Recently, we met with top officials to emphasize these points and to offer OIG’s
insight and assistance as the Department and each of the agencies undertake an
assessment of their vulnerabilities and development of solutions. We expanded these
efforts to the vast field structure maintained by the Department. OIG regional man-
agers are meeting with departmental field staff and State and local officials, par-
ticularly law enforcement and health officials, to alert them and join in a concerted
effort to protect the agricultural economy and the Department’s assets.

For more effective outreach, OIG has expanded its efforts to include networking
with industry and farm organizations, and other similar groups. Recent efforts have
included meetings with regional shipping and trucking associations and the South-
eastern

Intergovernmental Audit Forum, which consists of Federal, State, and local audi-
tors.

OLYMPICS

The 2002 Winter Olympics has been declared a Homeland Security “Event” for
Federal law enforcement agencies. For the past year and a half, OIG has joined in
a partnership with the FBI and the U.S. Secret Service (USSS) to ensure the integ-
rity and security of the food supply for the Olympics, and to ensure the security of
USDA’s facilities in and around Olympic venues that are potential targets for at-
tacks. In addition, OIG serves as the liaison between the FBI and USSS with USDA
agencies while at the event. In

January, we sent additional special agents to provide law enforcement coverage
as the Olympics unfold. Further, OIG will provide emergency response with other
law enforcement agencies to any threat to disrupt the events.

COMPUTER SECURITY

Audits of computer security have been a high priority, and our emphasis in this
area will continue to increase. As the Department continues to expand its use of
information technology (IT) for program and service delivery, this component of the
USDA infrastructure has become a key element for operational integrity and con-
trol. One of the more significant dangers USDA faces is a cyberattack on its IT in-
frastructure, whether by terrorists seeking to destroy unique databases or criminals
seeking economic gain. The Department has numerous information assets, which in-
clude market-sensitive data on the agricultural economy and its commodities,
signup and participation data for programs, personal information on customers and
employees, agricultural research, and Federal inspection information ensuring the
safety of the food supply, as well as accounting data. The information and related
systems face unprecedented levels of risk from intentional or accidental disruption,
disclosure, damage, or manipulation.

Public confidence in the security and confidentiality of the Department’s informa-
tion and technology is essential. The Department has taken positive action, through
the Office of the Chief Information Officer, by developing and initiating a plan to
strengthen USDA information security; however, we continue to identify deficiencies
at component agencies. Our independent evaluations, completed to meet the Govern-
ment Information Security Reform Act requirements, disclosed material IT security
weaknesses. Our assessments identified over 3,300 high- and medium-risk
vulnerabilities and numerous low-risk vulnerabilities. Inadequately restricted access
to sensitive data was the most widely reported problem. Most agencies we reviewed
had not ensured security plans contained all elements required by the Office of
Management and Budget. In addition, agencies had not planned or tested for contin-
gencies and disaster recovery, nor had they properly certified and attested to the
adequacy of security controls and performed assessments to identify, eliminate, or
mitigate risks.

FOOD SAFETY AND FARM PROGRAMS

Consumer Protection

During the past year, our investigations of meat and poultry food processing oper-
ations resulted in 12 convictions and overall monetary results totaling over $4.7 mil-
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lion, primarily in fines. We are investigating a corporation for distributing unwhole-
some poultry products contaminated with rodent hair and feces to 47 California
school districts. In two other cases, a major food-processing corporation and a major
food store chain pled guilty to distributing millions of pounds of meat products con-
taminated with Listeria monocytogenes, which can cause severe illness or death to
anyone who consumes the contaminated product. These firms were fined a total of
$1.4 million. In the most serious case, the food store chain knowingly distributed
con:claminated food product that resulted in a recall of over 4.5 million pounds of
product.

Protecting Farm Interests

We are concerned with protecting this Nation’s agricultural interests from farm
to table. Approximately 1 year ago, OIG special agents were on the front lines en-
suring that APHIS’ staff was not hindered from enforcing the seizure and transpor-
tation of over 350 East Friesian sheep from Vermont to the National Veterinary
Services laboratory in Ames, Iowa, where they were destroyed. Four sheep from
those flocks had tested positive earlier for a transmissible spongiform
encephalopathy (TSE)—a class of diseases including bovine spongiform
encephalopathy, or “mad cow” disease. In response to the test results, the Secretary
issued a declaration of extraordinary emergency because of atypical TSE of foreign
origin, which enabled USDA to seize the sheep. The seizure was challenged in Fed-
eral court. While this delayed action for approximately 6 months, ultimately a judge
upheld the Secretary’s order, and the sheep were seized, transported, and
euthanized without incident.

OIG agents and other members of the Ohio Organized Crime Investigations Com-
mission Task Force infiltrated a criminal organization which was preying on farm-
ers in the tri-State area. The investigation found that the criminal organization was
responsible for over $5 million in farm-related thefts. In August 2001, 12 members
of the organized group were arrested in the Dayton area for their participation in
a conspiracy to steal farm equipment and other items from local farmers. Six of the
subjects were recently sentenced to jail terms from 2 to 12 years, and the task force
recovered over $1 million worth of the stolen property. OIG positively identified 30
farms participating in FSA programs that this criminal organization victimized in
12 counties in Ohio, 5 counties in Indiana, and 1 county in Kentucky. Much of the
stolen property was collateral for farm-owned property or operating loans and busi-
ness and industry loans.

Implementation of Agricultural Risk Protection Act and Disaster Assistance Pro-
grams

We have continued to review RMA and the Farm Service Agency (FSA) as they
implement the provisions of the Agricultural Risk Protection Act of 2000. Our efforts
have focused on monitoring their joint implementation plan involving program com-
pliance and integrity. We participated with the agencies in drafting the implementa-
tion plan and attended agency briefings provided to congressional and departmental
staff, as well as industry officials. We also participated in various working groups
directed to draft specific policies and procedures for the implementation plan. Our
goal was to assist both RMA and FSA up front in improving their quality control
system and compliance procedures to assess program integrity. This up front and
proactive approach is more effective and efficient in ensuring that eligible farmers
are treated fairly and receive proper assistance rather than identifying improper
payments and recommending their recovery after the fact.

We reviewed FSA’s implementation of the disaster assistance programs mandated
by Congress. Last year, we again reported that the agencies had not implemented
interagency procedures to share corrected program information, such as corrected
acreage resulting from a compliance review, that could impact payment determina-
tions by the other agency. For example, FSA issued over $19 million in disaster as-
sistance to watermelon and corn producers based on indemnity payment information
provided by RMA. However, most of those payments resulted from excessive yields
established by RMA or from a nonviable crop for the area coverage. In both cases,
RMA had to rescind these flawed crop insurance programs.

We surveyed FSA’s implementation of the fiscal year 2000 disaster assistance pro-
grams authorized under the Agriculture, Rural Development, Food and Drug Ad-
ministration, and Related Agencies Appropriations Act of 2001. We analyzed the
amount of funding allocated to the various programs. As a result, we initiated a
more intensive review of FSA’s implementation of the new Quality Loss Assistance
Programs. Further, we examined the implementation of the Limited California Co-
operative Insolvency Payment Program, particularly FSA’s determination of pro-
ducers’ payments.
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FOOD STAMP PROGRAM

We have continued to proactively review EBT systems that provide Food Stamp
Program (FSP) benefits as they are implemented in the States. Currently, 44 States
and the District of Columbia have implemented EBT systems with 40 of them im-
plemented statewide or districtwide. Approximately 84 percent of food stamp bene-
fits, estimated at $17.1 billion for fiscal year 2002, are issued through these sys-
tems. During fiscal year 2001, we completed reviews in the District of Columbia,
Hawaii, and Washington and found all of their EBT systems have been imple-
mented successfully.

Operation Talon

For the last 5 years, OIG has coordinated a nationwide law enforcement initiative
dubbed “Operation Talon,” which, to date, has resulted in the arrest of nearly 8,000
fugitive felons. This initiative, which has been carried out in conjunction with other
law enforcement agencies and State social service agencies across the country, was
designed to identify, locate, and apprehend dangerous and violent fugitive felons
who may also be illegally receiving benefits through FSP. Operation Talon has
grown into a nationwide dragnet, currently encompassing fugitives wanted in 31
States, as well as Federal fugitives sought by the U.S. Marshals Service. The more
serious offenses for which Operation Talon fugitive arrests have been made include
35 arrests for homicide; 51 for sex offenses, including rape and child molestation;
17 for kidnapping/abduction; 435 for assault; 229 for robbery; and 1,728 for drug/
narcotic offenses. A number of States have removed arrested fugitives from their
food stamp rolls, resulting in savings to FSP. We have managed to leverage our suc-
cess through the use of targeted asset forfeiture funds to pay for overtime costs and
special equipment needs of the State and local law enforcement agencies partici-
pating with us in Operation Talon. Furthermore, this equipment remains with the
S;cfate and local agencies to support their law enforcement and emergency response
efforts.

PUBLIC CORRUPTION

In fiscal year 2001, OIG fought public corruption by investigating USDA employ-
ees who abused their positions for private gain. We worked jointly with the Drug
Enforcement Agency, the FBI, the U.S. Customs Service, and the Internal Revenue
Service to bring to justice an APHIS inspector who, over a 3-year period, accepted
over $90,000 in cash and drugs as bribes to permit approximately 230 kilograms of
cocaine to be smuggled through the Miami International Airport. The cocaine was
hidden inside vegetable containers he cleared at the airport. After the subject was
indicted by a Federal grand jury, he pled guilty to conspiracy to possess narcotics
with intent to distribute and is currently awaiting sentencing.

In another significant case, a former Agricultural Marketing Service produce in-
spector in St. Louis pled guilty to accepting bribes to intentionally downgrade
produce. He had been taking bribes for almost 15 years. His actions harmed local
farmers, who were underpaid for their product, and allowed corrupt produce com-
pany officials to pocket illegal profits. Ten other people associated with produce com-
panies have also been found guilty in this case. Our public corruption cases led to
21 convictions and 61 personnel actions last year.

FINANCIAL INTEGRITY

While some of the Department’s agencies have achieved success with their finan-
cial systems and received clean financial opinions, other major agencies have not.
For fiscal year 2000, financial statements for three agencies received unqualified
opinions. The Food and Nutrition Service, the Risk Management Agency (RMA), and
the Rural Telephone Bank (RTB) received unqualified opinions on their fiscal year
2000 financial statements, which means their statements fairly presented their fi-
nancial position. But FS and the Commodity Credit Corporation (CCC) were unable
to timely provide their financial statements for us to complete our audit of them by
the legislatively mandated date of March 1, 2001. Statements provided by FS and
CCC subsequent to March 1 contained significant errors. The Rural Development
(RD) mission area received a qualified opinion because it was not able to properly
determine the cost of its loan programs.

The individual conditions of the agencies, when taken together, resulted in
issuance of a disclaimer of opinion on the Department’s consolidated financial state-
ments for the past 7 fiscal years—1994 through 2000. These opinions mean that,
overall, the Department did not know whether it correctly reported all monies col-
lected and the cost of its operations, or that it properly accounted for all of its over
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$100 billion of assets. Most importantly, some USDA managers do not have reliable
financial information on which to make decisions.

Our current audits of the fiscal year 2001 financial statements have shown im-
provements in the timeliness of CCC financial information and in RD’s efforts in
determining the cost of loan programs. Our audit work on the Department’s consoli-
dated statement for fiscal year 2001 is ongoing.

BUSINESS PROCESS REENGINEERING

Before I close, I would like to take a few minutes and tell you about an initiative
we have begun within OIG for which our budget request would provide critical sup-
port. Last summer, the senior management team at OIG decided that the agency
needed to undertake a full review of how we do our business. We believe that the
agency can achieve greater efficiency in carrying out our mission to audit and inves-
tigate if we streamline our processes and adopt more modern business practices. We
also believe that we can use state-of-the-art information technology to free our peo-
ple to do more of the work that they are uniquely qualified to do. In other words,
we want to utilize machines to do that which machines can do, thus allowing human
minds to do those things only they can do.

To that end, we launched a formal study of our agency. We are well into a de-
tailed, systematic plan that will result in a phased strategic plan to equip and train
our people so that OIG can maintain its historic high level of quality, reliability,
production, and service in its operations.

One example of desperately needed modernization involves automated audit work-
paper files and an electronic case management system for Investigations. The Gov-
ernment Paperwork Elimination Act requires that, when practicable, Federal agen-
cies must use electronic forms, electronic filing, and electronic signatures to conduct
official business with the public by 2003. OIG currently lacks any systematic meth-
od of electronically recording and storing audit workpapers. Workpapers and other
supporting documentation are often prepared using multiple approaches, formats,
and storage mediums. The few electronic workpapers and support documentation
the agency does produce, while meeting current audit standards for hardcopy docu-
ments, fail to meet the evolving standards for electronic documents, especially
standards for electronic record validity. The agency must accept the challenge to en-
hance audit integrity and efficiency using automation. We expect automating the
agency’s audit workpapers to reap significant savings in stafftime and review and
coordination of our audit work processes. This will allow us to work smarter, as well
as expand the depth and analysis, cross-referencing, quality control, and report writ-
ing of our audit work. The same analysis holds true for automated case manage-
ment for our law enforcement investigative operations. Our auditors and special
agents are highly skilled people whose time can be spent more effectively doing au-
dits and investigations rather than filing papers.

We are beginning our modernization effort with this budget with a request for
money for information technology and training for OIG staff to support these agen-
cywide streamlining and cost-cutting efforts, allowing us to work smarter and do
more with our resources.

CONCLUSION

I am very proud of the accomplishments of OIG and pleased to report that, in fis-
cal year 2001, we continued to more than pay our own way. In the Investigations
arena, our special agents completed 490 investigations, obtained 358 indictments
and 352 convictions, and made 1,335 arrests. These actions resulted in $66 million
in fines, restitutions, other recoveries, and penalties during the year.

In the audit arena, we issued 111 audit reports and obtained management’s
agreement on 99 recommendations. Our audits resulted in questioned costs of over
$45 million. Of this, management agreed to recover $38.5 million. In addition, man-
agement agreed to put another $122 million to better use. Equally as important, im-
plementation of our recommendations by USDA managers will result in more effi-
cient and effective operations of USDA programs.

The events of September 11 have altered all of our lives and the course of the
work we do. As I discussed earlier, our work has always been focused on the protec-
tion and enhancement of American agriculture, a safe and plentiful food supply for
our own citizens, and, indeed, for people around the world. Since September 11, we
have redoubled our efforts and worked with the Department to support its and the
Government’s Homeland Security efforts to ensure the Nation’s food supply and to
safeguard America’s agricultural infrastructure. Overall, since the September 11 at-
tacks and subsequent threats, at least one-third of our resources—more than 100
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agents and 75 auditors—have taken on additional duties to respond to the imme-
diate Homeland Security issues.

I recognize there is a fierce competition for the Government’s limited resources;
however, I believe adequate funding for our office make good sense. OIG is very cost
effective in view of the money it saves the taxpayers and in providing sufficient as-
surance and well being to the American people. As such, I request that our proposed
funding level be approved without reduction.

This concludes my statement, Mr. Chairman. I appreciate the opportunity to ap-
pear before you today and would be pleased to respond to any questions you may
have at this time.

ANNUAL CROP FORECASTS

Senator KOHL. We thank you very much for your statement. Sec-
retary Veneman, a Bloomburg news item of February 22 stated,
and I quote, “Agriculture Department officials said they have given
advance copies of the agency’s annual crop forecasts to certain com-
modity traders, researchers, and investors before they are disclosed
to the public,” unquote.

On the face of this announcement, and even if we were not in
the current Enron environment, such news items are highly dis-
turbing. The security that normally surrounds the USDA crop an-
nouncements is well known for its intense secrecy and the high
market sensitivity of such information. To hear that such informa-
tion is being provided to certain commodity traders and others in
advance of the public release places in question the integrity of the
USDA and the very markets for which you are supposed to provide
stability and transparency.

Would you now please set the record straight on the incident
raised in this news item and provide for the record the current
practice at USDA for the release of this type of information?

Secretary VENEMAN. Yes, Mr. Chairman, I agree that these kinds
of news items are of concern. However, this is an issue that is not
practiced. It has gone on for some period of time in the Depart-
ment, since the mid 1990s, as I understand it, and does not include
the kind of information that is in the lock-up reports. Dr. Collins
put out a statement yesterday on this issue, and I would like him
to just reiterate what was in that statement and how we will pro-
ceed from here on out.

Senator KOHL. Mr. Collins?

Dr. CoLLINS. Thank you, Mr. Chairman. Mr. Chairman, I would
say, first, that we work very hard at USDA. We work vigorously
to ensure the integrity of our data, our forecasts, our estimates, our
projections programs, and I think I can stand here today and say
that our integrity is intact. As a Federal agency, we are probably
unsurpassed with the record that we have had over the years in
ensuring the sanctity of the way we handle our data and forecasts.

Let me say I found that article disturbing, too, and I think it
mischaracterizes what we do. At our Outlook Forum, which we
have in February, we offer early-season projections of the upcoming
year, an outlook for the upcoming year. It is based on publicly-
available information, and it is not connected with the lock-up,
with surveys, or with internal information in any way.

At that forum, we do peer-review. We have asked external re-
viewers to come in and critique the forecasts before we release the
outlook for the upcoming year. Those people who we have asked to
do that are not investors or traders, as the article said. They are
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researchers, and they are analysts. We also ask them to protect the
confidentiality of the information. We have no record that that con-
fidentiality has ever been breached or that there has ever been any
problem with regard to this.

Finally, I guess I would say that we consider this information,
because it comes so early in the season and because it is not based
on any internal surveys or estimates, we consider it minimally
market-sensitive information.

So, in any event, the final part of your question was: What are
we doing about it today? What is our practice? As a result of the
stories that have surfaced over the last couple of days, and to avoid
any possible confusion or misperception in anyone’s mind, we are
simply just going to discontinue that practice and not have third-
party or external reviews of those early season outlooks that we
present.

Senator KOHL. Thank you. As you know, and I am sure agree,
it is extremely important that the markets have complete con-
fidence in USDA activities and information. We expect you to en-
sure that USDA’s market information is secure and properly re-
leased to the public. I am sure you agree.

Dr. CoLLINS. We are committed to that.

INSPECTION OF IMPORTED MEAT AND POULTRY PRODUCTS

Senator KOHL. Madam Secretary, as I am sure you are aware,
the front page of the Washington Post on Monday featured an arti-
cle in regard to USDA inspections of foreign meat-packing plants.
This article highlighted several cases involving both Mexican and
French plants found to have numerous sanitation and safety prob-
lems, some failing USDA inspections altogether. After initial in-
spections, the article reports that many of these plants regained
their license to export meat to America without ever having been
reinspected by the USDA.

The article also mentions a 2000 report by the USDA Inspector
General which found, among other things, that 19 out of 36 U.S.
trading partners had exported meat to the United States even
though their meat and sanitation programs did not meet U.S.
standards in areas such as testing for chemical residues.

In addition, last Monday HHS Deputy Secretary Claude Allen
told the Center for Strategic and International Studies that our
food supply is vulnerable and that it is best to inspect food supplies
coming into the United States at their source, rather than when
the product is at our border.

Given the heightened state of awareness that all Americans have
practiced since September 11, it would seem that a lack of proper
inspections or maintenance of standards in the area of meat and
poultry imports seems counter to the general expectations of en-
hanced oversight. Funds which have been provided for homeland
security, and for which additional funds are requested, have been
directed to hire additional APHIS inspectors to interdict harmful
products entering the country. However, it appears that additional
homeland security funds are not being requested to enhance over-
sight of foreign slaughter and processing facilities in spite of an im-
perfect record in recent years. And so, in view of the current
threats posed to Americans by those wishing to do us harm, should
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additional steps be taken by USDA in the area of foreign meat and
poultry inspections to ensure American safety and confidence in
these products?

Also, would you comment on what actions USDA has taken in re-
sponse to the June 2000 Inspector General report on this subject?

Secretary VENEMAN. Mr. Chairman, my understanding is the ar-
ticle that appeared in the Post earlier this week was based on an
OIG report, and that it did not take into account, despite several
interviews with our Undersecretary for Food Safety, the steps that
have been taken with regard to Mexico since the OIG report was
released. Information was not contained in that news report, in-
cluding the fact that we have done additional inspections of Mexi-
can plants, that we prohibited the plant in question from exporting
products to the U.S., during the time they were in non-compliance,
a{ld that we continue to do reviews with regard to those Mexican
plants.

I agree with you that we absolutely need to maintain the integ-
rity of these inspection systems. What we do when we go into an-
other country where we allow imports, is to certify their inspection
system, and then we do regular checks on the plants within that
system to determine whether or not they are meeting the criteria.
If not, steps are taken to ensure that the criteria are met or the
plant is prohibited from exporting products to the United States.
They have been taken with Mexico since the 2000 OIG report and
we continue to review those systems to make sure that there is no
issue with regard to those meat plants.

We have increased money within the budget with regard to con-
ducting foreign program reviews in Mexico and other countries and
we are continuing to review those issues. Mexican imports, as I un-
derstand it, are re-inspected at the border by USDA inspectors at
a rate of a 100 percent.

Senator KOHL. Are you suggesting that the basic premise and
impression of the direct statements, in quotes, that were made in
that article on Monday are inaccurate, and that the public that
read that article should, for the most part, disregard its import and
its inference?

Secretary VENEMAN. Mr. Chairman, I think that rather than say-
ing it is inaccurate, I would say that the article did not tell the
whole picture of what has happened over the last year or so with
regard to the OIG report. We have gone in and inspected the
plants, we have taken steps since the report to correct any viola-
tions, and we don’t believe that the article accurately reflected the
actions that have been taken in the recent months.

Senator KOHL. Well, how often are foreign meat-packing plants
inspected by USDA?

Secretary VENEMAN. Mr. Chairman, I will have to get back to
you with the answer to that. I do not have that particular informa-
tion.

[The information follows:]

In light of recent animal health diseases in Europe and bioterrorist threats both
in the United States and abroad, FSIS certification process for foreign inspection
programs has become a subject of heightened interest. Annually, we review all for-
eign inspection systems in countries eligible to export meat and poultry to the

United States. In fiscal year 2001, FSIS reviewed the documentation of and per-
formed on-site audits in 27 of the 32 countries eligible to export meat and poultry
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products to the United States, as well as two countries requesting eligibility, and
was satisfied that all 29 countries had implemented Sanitation Standard Operating
Procedures (SSOPs), HACCP systems, and pathogen testing programs. These audits
included visits to 217 slaughter and processing establishments and 82 laboratories.
FSIS did not audit four countries (Austria, Ireland, Northern Ireland, and England)
in 2001 because the September 11 events disrupted planned travel. The fifth (Uru-
guay) was delayed because of foot and mouth disease concerns that might have re-
sulted in its delistment. Those issues were resolved, and Uruguay was audited from
January 14 through February 1, 2002. There were no major deficiencies. FSIS has
rescheduled the four remaining audits for 2002.

Dr. CoLLINS. I can say with regard to Mexico, we audited three
plants in November, and we have planned an audit again in April
of this year. So that is two sets of audits within several months.
I calxcllnot tell you what the schedule is for all the countries of the
world.

Senator KOHL. Well, the obvious question that comes up is if a
product is being shipped from foreign plants into this country to be
consumed by the American public, shouldn’t the level of inspection
be comparable to inspections here in this country?

Secretary VENEMAN. We do certify that the countries from which
meat is imported have systems that are equivalent to those here
in the United States, including having inspectors in the plants
from those countries that are trained to enforce U.S. inspection
standards.

Senator KOHL. However, isn’t it a fair question to ask, if that is
true, how something like what occurred in that story, as reported,
could have happened?

Secretary VENEMAN. As Dr. Collins indicated, we have audited
three plants, as I understand it. I can certainly have our Undersec-
retary for Food Safety further elaborate on this for you, Senator,
and get more information to you.

[The information follows:]

Our international efforts include ensuring that imported product is safe for con-
sumption and held to the highest standards of food safety. I take the recent reports
of poor sanitary conditions in meat plants in Mexico and the questions concerning
USDA’s auditing and plant certification in Mexico very seriously. For this reason,
I requested Under Secretary Murano travel to Mexico to get an assessment of the
situation. During this visit, she, along with the FSIS Acting Administrator and
other USDA officials, met with Dr. Javier Trujillo, Director of Food Safety for Mex-
ico, and other Mexican government officials to measure their level of commitment
to maintaining a meat inspection system that is equivalent to the United States.
They took the opportunity to visit several plants in question to see the sanitary con-
ditions first hand. We will continue to ensure that every effort is being made in
Mexico and all other eligible exporting countries to maintain the highest level of
sanitary conditions and will keep you apprized of the progress.

To ensure that foreign countries exporting meat and poultry products to the U.S.
have equivalent inspection systems, the Agency performs on-site audits of those sys-
tems, monitoring, verifying, and evaluating the effectiveness of the controls that are
in place to meet Federal requirements. In fiscal year 2001, the Agency completed
routine audits of establishments, laboratories performing residue and micro-
biological analyses, and government inspection systems in 29 countries.

The equivalence of the foreign inspection systems audited is assessed by focusing
on five risk areas: sanitation, animal disease, residue controls, slaughter/processed
product controls, and enforcement controls. In addition, as part of the audit of each
country, the Agency evaluates HACCP programs, SSOPs, and generic E. coli and
Salmonella testing procedures.

During fiscal year 2001, FSIS completed development of a reprogrammed Auto-
mated Import Information System (AIIS) and a planned revision of the sampling of
imported products. Both initiatives were described in a public meeting on June 8,
2001. The new AIIS is expected to become operational nationwide in the first half
of 2002. At that time, FSIS will begin a port-of-entry sampling approach that fo-
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cuses on the performance of a country’s inspection system, rather than on individual
plants within the system. The new approach is similar to that used to monitor Ca-
nadian imports for over 10 years. The new system will also use the same HACCP
product category codes used by the domestic program, so that new information on
risks associated with products can be incorporated into port-of entry sampling.

In fiscal year 2001, FSIS conducted the annual Meat and Poultry Inspection Sem-
inar for Foreign Government Officials, which was attended by 62 government offi-
cials from 37 countries, at the FSIS training Center in College Station, Texas. Two
sessions were held in fiscal year 2001 to accommodate the growing popularity of the
program. The objective of the Seminar is to increase the understanding of foreign
government inspection officials of the U.S. inspection and livestock production sys-
tems in order to assist them in developing inspection systems and in accepting U.S.
exports.

Senator KOHL. Well, do you believe that additional inspectors
should be hired? How many inspectors, and how much money
would it take to ensure that foreign meat-packing plants were in-
spected often enough to adequately ensure that meat imported into
the United States is safe for American consumers? It seems to me
that you would agree that is our responsibility to be able to ensure
the safety of the American consumer’s food supply.

N Secretary VENEMAN. Oh, absolutely. We need to ensure that we
ave

Senator KOHL. And to rely entirely on foreign assurances that
this is being done, it seems to me, is not adequate, and this case
demonstrated that it is not an adequate kind of a procedure for us
to go forward with. The basic question is, what are your thoughts
and what are your plans with respect to providing assurances that
product brought into this country are as safe as products that are
produced in this country?

Secretary VENEMAN. Well, as I indicated, Senator, our Food Safe-
ty and Inspection Service does review the systems of other coun-
tries. FSIS does not just review and certify the inspection systems,
but they conduct regular reviews to ensure that a plant’s certifi-
cation meets our inspection standards. We will continue to review
foreign inspection systems.

We are absolutely committed to making sure that the safety of
the food supply in this country is in terms of the product that is
coming in from other countries—as safe as it can possibly be. I
think that we want to do everything we can to assure consumers
that this is the case.

Senator KOHL. Well, let me just end my questioning on this mat-
ter by asking you whether or not one of your primary hopes and
goals during your tenure is to improve the quality of inspection
that takes place on foreign product imported into this country?
There is a job that needs to be done; there are problems that need
to be addressed; and ours is not, by any means, a system which has
been perfected sufficiently, and it needs a lot of attention. Do you
agree with that?

Secretary VENEMAN. Mr. Chairman, I am absolutely committed
to doing everything that we can to assuring that we continually im-
prove food safety in this country. To the extent that we need to im-
prove the systems of reviewing meat coming in from other coun-
tries we want to continue to make sure we enhance those systems
to the maximum extent possible.

Senator KOHL. Okay. I will leave it with this comment. I get the
impression you are saying, look, it is one of many, many things we
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do, and we will continue to work at it. And again, my impression
is that you believe that what we read on Monday is basically not
accurate and does not raise clearly that there is an urgent problem
that needs to be addressed. It is my impression that you do not
look at this that way, and you can respond to that. I will move on
to my next question.

Secretary VENEMAN. Mr. Chairman, my feeling is, from what I
have been told by our folks, is that what we read on Monday did
not accurately reflect all that the Department is doing to ensure
that the systems are as complete as possible. It did not include the
fact that checks have been done on these systems, that we have re-
viewed these plants since that time, and that the article simply did
not reflect the complete story, in terms of what has been done since
the OIG report was issued.

TRADE WITH CHINA

Senator KOHL. Okay. Secretary Veneman, a recurring theme in
foreign policy discussions is the need to promote trade and open
markets. Recently, President Bush was in China and had hoped to
persuade that government to relax its rules in regard to imports
of genetically-modified crops. Reports indicate that President Bush
was less than 100 percent successful, and at stake are pending
shipments of soybeans and other commodities and our long-term
access to substantial markets abroad.

Can you give us an update on the negotiations with the Chinese
and the issue of biotechnology barriers to that market?

Secretary VENEMAN. Well, as you know, Mr. Chairman, and as
you indicated, the Chinese have pending biotechnology regulations.
It has created some difficulty with soybean shipments from the
United States into that market in recent months. In the last year,
we have had a tremendous market for exporting soybeans to China,
and that’s a market we want to maintain. It is a market that is
being hampered by the proposed regulations, and we are concerned
that once the regulations are implemented, they could cause dif-
ficulties for our exports to resume, so we have been working very,
very hard on this issue. We have had many contacts with the Chi-
nese government. Our embassy in China has been very active on
this. As you indicated, the President raised this when he was in
China this week.

We intend to aggressively pursue this issue to maintain the abil-
ity of our producers to export into this market. Now that China is
a member of the WTO, if we have to we do have dispute settlement
mechanisms available to us, something that we did not have before
the time that China came into the WTO. We will continue to pur-
sue every lead we possibly can to ensure that we can keep markets
open as they should be.

BIOTECHNOLOGY

Senator KOHL. Do you think that better segregation of geneti-
cally-modified products might be necessary to avoid similar trade
problems in the future? If so, what can USDA do to help facilitate
and expedite such a process?

Secretary VENEMAN. I believe 60 to 70 percent of our soybeans
are now products of biotechnology, because they are producing a
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superior product, but it is difficult to segregate. The system can
segregate if, in fact, there is a need to do that, but there 1s an extra
cost, because it basically takes the product out of the commodities
system.

The important issue here, I believe, is that we have regulatory
reviews of our products of biotechnology. There is no issue with re-
gard to the safety of those products, there is no distinguishable dif-
ference from those products, and we believe they ought to have ac-
cess to the global marketplace.

Senator KOHL. I thank you, and I would like now to turn to my
friend and the distinguished ranking member of this subcommittee,
Senator Cochran.

HOMELAND SECURITY SUPPLEMENTAL

Senator COCHRAN. Mr. Chairman, thank you. Madam Secretary,
the budget request appears to me to be well-balanced among the
many responsibilities and programs administered by the Depart-
ment of Agriculture. I notice research programs, for example, will
receive extra funding in the homeland security area. Food safety
and the integrity of our food production resources are also given
higher priority. Specifically, an additional $15 million is allocated
to the Food Safety and Inspection Service in the Homeland Secu-
rity Supplemental Funding for this fiscal year.

I am curious to know if you can tell us how the money is being
spent. How is it being allocated in that FSIS account?

Secretary VENEMAN. We did obtain about $328 million in the De-
fense Supplemental Appropriations, and within the appropriation,
some of the funding was designated to certain agencies. We are
now in the process of working with each of our agencies to deter-
mine how exactly they are going to spend the money to ensure that
it is appropriately utilized for the purposes for which it was in-
tended. We have an ongoing process to make sure that we are not
just looking at this from a single-agency-by-agency process, but one
that integrates all of the agencies together to see how we can best
integrate our programs.

I cannot tell you exactly what the $15 million in the FSIS budget
will fund, but we are conducting a comprehensive review to look at
the entire $328 million and determine how that should be spent
within the USDA budget.

Senator COCHRAN. Well, I know some substantial amount is
being spent to complete research facilities, if I am not mistaken,
that will be used to try to help protect the integrity of our food pro-
duction aspects. And APHIS has needs, I understand, that were
also provided additional funding in the emergency supplemental.
That is a lot of money to have at this point in the year without
some more specific idea of how the funds are to be used, it seems
to me.

Secretary VENEMAN. Well, I do not want to indicate that we do
not have any specific ideas on how to designate the funding, be-
cause we do, I just wanted to let you know that we have not made
the final decisions, because the process is ongoing.

We do have specific needs, as you indicated, in the laboratory
areas. We have been working on our laboratories for some time, in
terms of repair and enhancement needs. Since September 11 and
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with some of the issues that we have faced in recent years, there
is a need to make sure that our laboratory system is strong and
ready to respond and react to any issue that they may be con-
fronted with.

In addition, we are continuing to do research on a number of
issues. In the money that is allocated to FSIS, there is a total of
about $28 million, as I understand it, that is being requested in the
2003 budget.

What FSIS has proposed in the 2003 budget is to improve infor-
mation technology infrastructure, support the implementation of
improvements to management, and an increase of $2.7 million to
include slaughter, epidemiological surveys, and risk prevention.

I may have Mr. Dewhurst comment briefly on the process that
we are going through with regard to the Defense Supplemental.

Mr. DEWHURST. The Secretary wanted to be sure that we used
that $328 million in the most effective way possible so we asked
all of the Department’s agencies that are involved with that money,
specifically FSIS, the Animal and Plant Health Inspection Service,
the Agricultural Research Service, and a number of our staff orga-
nizations, to present detailed plans to the Department for the use
of that money. Those plans have now come in.

The Homeland Security Council in the Department, that the Sec-
retary has established, reviewed those plans earlier this week.
FSIS has made some proposals to strengthen some aspects of its
inspection system, to improve security at some of its laboratory and
diagnostic facilities, and to make some investments in technology.
As you might expect when you go through an activity like this, you
find that when you call on USDA agencies for information, you in-
evitably find some issues with respect to coordination, with respect
to making sure everybody is on the same page, in terms of the pri-
orities.

And so the agencies and the Undersecretaries involved have been
given a very short period of time, to go back and take another look
at their proposals in light of those concerns. Our intention is to
provide the Congress with a complete report on how we are going
to use that money in very short order.

Senator COCHRAN. When do you think we can expect to receive
that report?

Mr. DEWHURST. Well, I am talking about making these decisions
in a week or two, and we should have a report shortly thereafter.

Senator COCHRAN. Okay. I think we are entitled to know what
the plans are in some specificity, because we have, in this budget
request, some additional funding that is being requested for the
same activities, and it would be good to have a complete picture be-
fore we are called upon to actually make the decisions of how we
provide for those needs in our bill.

FARM BILL FUNDING

Let me ask you this, too, about the farm bill; I mentioned that
we are beginning to work—the House and Senate staff on the legis-
lative committee has been meeting to identify areas of agreement
where we can resolve differences early. It looks as though this may
take a little longer than some people are hoping. There is a lot of
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pressure on the Congress to act now, to complete action on this
farm bill.

But in that connection, there is a big difference between the two
pieces of legislation. The House bill is a 10 year bill, as compared
to a Senate 5 year bill, in effect, because most of the funding in
the Senate bill occurs up front. That is, the majority of the funding
is spent in the earliest years of the life of the Senate bill, whereas
it seems to be spaced out more evenly over time in the House bill.

So I wonder if you have any observations to make about what
the considerations of the Administration will be on that subject. I
am glad to see the Administration becoming involved in the process
and giving us the benefit of your thoughts. And while it may be
outside the purview of this hearing, it does have funding implica-
tions, and it does have implications for our appropriations bill. Do
you have any comments about that, Madam Secretary?

Secretary VENEMAN. I do, Senator, and I appreciate the question,
because I think it is a very important issue that, not only I have
been talking about on behalf of the Administration, but the Presi-
dent has commented on this as well. As was indicated, the $73.5
billion was included in the budget. We have made it clear that the
provision contained in the farm bill ought to reflect the House bill,
and that this funding should be spent relatively evenly over the 10
year period. We are concerned about the fact that the Senate bill
would front-load the spending, thereby undermining the baseline
for agriculture in the out years. We believe that the conference
should come out with a bill that is similar to the House bill, in the
respect that it more evenly spends the amount of money allocated.
I believe the bill that you offered, Senator, did the same thing, in
terms of spending relatively evenly over the time period allotted.

We do not believe it is wise to front-load the spending, as I said,
and we believe that it should be spent evenly or relatively evenly
over the 10 year period.

FARM BILL IMPLEMENTATION

Senator COCHRAN. One other consequence of the new farm bill
would be its potential impact on the costs of Farm Service Agency
staffing and operations, and information technology requirements.
Will additional funding be needed from this committee to imple-
ment farm bill programs in a timely manner? Is the department re-
viewing these needs to help us understand what the funding impli-
cations might be of the new farm bill in that connection?

Secretary VENEMAN. Senator, we are reviewing all of these
issues. Our staffing needs are going to be dependent upon what is
ultimately agreed to by the Congress and signed by the President,
in terms of a new farm bill, and whether it involves a lot of new
programs.

As I indicated in my opening remarks, one of the things that this
budget does is it includes a fair amount of money for new tech-
nology. We believe that new technology is extremely important to
the future of our Administration of the farm programs. The ability
of farmers, for example, to access information online, to apply on-
line, to use e-Government-type solutions for better delivery of serv-
ices, is not just a matter of increased people, but it is how we are
able to develop the systems to administer our programs.
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Recently, when I was in Georgia, I was able to visit with a sem-
inar of people that were coming together from the FSA and looking
at different ways to get all our maps online. Now, pen and ink
maps of all the farms are still maintained in most county offices.
There is an ongoing process to get all of the maps online so that
they can be integrated with NRCS maps, so that we can have bet-
ter coordination of our services, create a more farmer-friendly abil-
ity to deliver our programs, give farmers the ability to access infor-
mation from their home computers and the ability to deal with
their farm decisions.

So I believe that we are going to have to look at staffing and
technology together for the future, and it is going to depend on
what we end up getting in the overall farm bill.

We do maintain in this budget consistent staffing for the Farm
Service Agency, anticipating that the implementation of a farm bill
is going to take a considerable amount of time and effort on the
part of our employees. We are going to be looking at, as you sug-
gest, what the needs are going to be in the long term, given the
fact that we will have a new farm policy to administer.

Senator COCHRAN. Thank you. Thank you, Mr. Chairman.

Senator KoHL. Thank you, Senator Cochran. Senator Byrd?

HUMANE SLAUGHTER

Senator BYRD. Thank you, Mr. Chairman. Madam Secretary, the
fiscal year 2001 Supplemental Appropriations Bill included $3 mil-
lion for activities related to the treatment of animals, of which no
less than $1 million was to be used to enhance humane slaughter
practices as established under the jurisdiction of the Food Safety
Inspection Service. Can you explain how those funds have been al-
located and the status of the actions initiated by the supplemental
funding?

Secretary VENEMAN. Senator, since that involves such a specific
}ine item, I am going to have Mr. Dewhurst answer that question
or me.

Senator BYRD. Very well. Mr. Dewhurst?

Mr. DEWHURST. Senator, of those funds, $1,250,000 has been al-
located to the Food Safety and Inspection Service. The FSIS has
used those funds to hire an additional 17 veterinary medical spe-
cialists. These are folks who move from plant to plant and who
have humane slaughter as their primary responsibility. They had
been brought into the system to make sure that every effort is
stepped up and that the agency’s responsibilities in that area are
carried out.

An additional $1,250,000 has been allocated to the Animal and
Plant Health Inspection Service to strengthen their work in sup-
port of the Animal Welfare Act. They have hired some additional
staff, they are doing some additional inspections, and they are
doing a large amount of additional training for animal handlers in
this country to assure that humane methods are used.

Consistent with what the Congress asked us to do, the remainder
of the money has been allocated to the Agricultural Research Serv-
ice and to the Cooperative State Research, Education, and Exten-
sion Service for research in technologies that would encourage the
humane slaughter and handling of animals.
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So the money has been distributed and is being used consistent
with congressional intent. We owe the Congress a report on that
subject. We will have that report in short order and will give you
a much more detailed review.

Senator BYRD. Well, I was going to ask the question about the
Senate report that was recommended by the Supplemental Appro-
priations Bill, the committee report—that bill fiscal year 2001. And
at this point, no report has yet reached this committee.

When you said “in short order,” what do you mean by that? How
soon may this committee expect that report?

Mr. DEWHURST. It is very hard to say exactly when, since we
have not received it from the agencies yet. Can I say within the
next 3 to 4 weeks, and that we will do everything we can to get
it earlier than that.

Senator BYRD. Very well. And would you please write me a letter
to tell me that report is submitted so that I know it is being sub-
mitted and so that I will be able to read it?

Mr. DEWHURST. Yes, sir.

[The information follows:]

LETTER FROM ANN M. VENEMAN

OFFICE OF THE SECRETARY,
Washington, DC, April 4, 2002.
Hon. ROBERT C. BYRD,
Chairman, Committee on Appropriations, United States Senate, S—128, U.S. Capitol,
Washington, DC.

DEAR MR. CHAIRMAN: The Senate Report (S. Rpt. 107-33) accompanying the fiscal
year 2001 Supplemental Appropriations Act (Public Law 107-20), directed the Sec-
retary of Agriculture to “provide a report to the Committee on Appropriations of the
House and the Senate as soon as possible on activities of the Animal and Plant
Health Inspection Service, the Food Safety and Inspection Service, and agencies
under the jurisdiction of the Under Secretary for Research, Education and Econom-
ics regarding reported cases of inhumane animal treatment, the response of USDA
regulatory agencies, and the research, development, and promotion of technologies
to help reduce the incidence of such treatment.” This report is enclosed.

We have provided copies of this Report to Senator Stevens and all Members of
the Committee, in addition to Members of the House Committee on Appropriations.
If you have any questions or comments, or would like us to brief you on this subject,
please feel free to call the USDA Office of Congressional Relations at (202) 720—
7095.

Sincerely,

ANN M. VENEMAN,
Secretary.

Senator BYRD. You will do that? How many slaughter plants are
there in this country?

Mr. DEWHURST. Speaking from memory, I think it is about 8,000.

Senator BYRD. Eight thousand?

Mr. DEWHURST. Approximately.

Senator BYRD. There are those who suggest that the only way to
assure that animals are not being treated cruelly in slaughter
plants is to assign a Federal inspector to each plant to provide con-
tinuous observation of stunning and killing operations. If you are
correct in that there are 8,000 plants, this probably is not a very
viable suggestion.

If full-time inspectors cannot be continuously placed in plants,
what assurances can you give, Madam Secretary, that all animals
will be treated humanely and that cases of animals being butch-
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ered while still alive or facing other unspeakable torments will not
again occur?

Secretary VENEMAN. We have inspectors in each of our meat
plants. We just looked at some information. It is not 8,000, but
6,000 plants of which 950 are slaughter plants and the remaining
are processing establishments, and we have 7,600 full-time inspec-
tors. Meat plants do have inspectors present when they are run-
ning, part of our meat inspectors’ obligation is to look at the
slaughter methods and review the slaughter methods to ensure
that the animals are being properly handled.

Senator BYRD. So what do you propose to do to tighten up this
operation and make as sure as possible that animals are being
slaughtered humanely?

Secretary VENEMAN. We are continuing to train inspectors to en-
sure that they have the latest information on humane slaughter,
to ensure that they are continually aware of the issues regarding
humane slaughter. I recall a series of articles last year where in-
dustry is also doing additional training of their own employees to
ensure humane slaughter practices are being maintained in meat
plants.

Senator BYRD. Do you have inspection personnel that can visit
slaughter establishments on a regular basis?

Secretary VENEMAN. As Mr. Dewhurst indicated, we do have an
additional 17 veterinary medical specialists who were assigned
from the additional supplemental funding that do oversee the in-
plant enforcement of humane slaughter. So that is a new addition.

Senator BYRD. Understand that between January 1998 and Jan-
uary of 2002, 16 agency actions were taken to withhold or suspend
plant operations for violations of the Humane Methods of Slaughter
Act. What comment do you have on that? That is 4 years. Over a
period of 4 years, over 16 agency actions were taken to withhold
or suspend plant operations for violations of the Humane Methods
of Slaughter Act.

Secretary VENEMAN. Again, sir, I believe that, certainly, there is
always room for improvement, but the fact of the matter remains
that there are these additional inspectors that we have put in place
to oversee the humane slaughter issues. We are continuing to im-
prove education of our in-plant inspectors on the issues relating to
humane slaughter, and we are going to continue to pursue humane
slaughter issues to assure that we are doing everything possible to
maintain humane slaughter practices in the plants.

Senator BYRD. What was the total number of violations or pos-
sible violations of the Humane Methods of Slaughter Act that were
reported for corrective action or further action during that period
of 4 years?

Secretary VENEMAN. Senator, I do not know the answer to that
question. We would have to get that information to you in writing.

[The information follows:]

The report shows that in the last 4 years, 16 facilities were suspended from re-
ceiving Federal meat and poultry inspection services due to systemic non-compliance
with humane handling or slaughter requirements. FSIS also issued 117 warnings

of non-compliance since October 2001, which have been corrected to prevent reoccur-
rence.
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Senator BYRD. Very well. Does anyone at the table have more to
say on this question? Can anyone offer me any further information?

Madam Secretary, I noted you gave the committee a statement
numbering 24 pages. Not one word did I see in that statement
about the humane methods of Slaughter Act. I may be mistaken.
Perhaps there is something in it, but I have glanced, at least cur-
sorily, through the statement, and there has not been a word said
about this subject matter. Is it not important enough to include in
your statement—that animals were not being slaughtered hu-
manely?

Secretary VENEMAN. As I indicated earlier, I had read some of
the articles earlier last year. As I indicated in my statement, we
are committed, through our Food Safety and Inspection Service, to
the highest levels of funding ever in that agency, which is the
agency that oversees the humane slaughter of animals. We have in-
cluded additional inspectors, as I have indicated in my earlier re-
marks. We take this issue very seriously, as we do food safety
issues and all of the issues that we deal with in our Department.
We will continue to do everything we can to improve these systems
and to enhance the education and training of our employees in this
area.

Senator BYRD. Well, now, the $3 million, I believe, was included
in my request in the supplemental. How much is the President ask-
ing for in this budget, the 2003 budget, for this purpose?

Secretary VENEMAN. Go ahead.

Mr. DEWHURST. The President’s budget includes enough money
to carry forward the things we are doing with the $3 million. In
other words, there is money in the FSIS budget to continue to em-
ploy the additional veterinary inspectors that we have hired with
the money. I do not want to mislead you; there is not an increase,
but there is money in the President’s budget to carry on the com-
mitments we made with the $3 million.

Senator BYRD. Do you need additional inspectors to enhance the
proper treatment of animals in the slaughtering plants? Do you
need additional inspectors? I think this is a matter of considerable
importance, and I am sure that the people of this country support
my conclusion in that respect.

Madam Secretary, where in your statement is there information
about this matter? The report that the Committee requested in the
2001 supplemental has not been received by this Committee. Now,
do you need additional inspectors to do the proper job? These ani-
mals cannot speak for themselves. They suffer pain, just as do
human beings. Step on a cat’s tail. Step on the dog’s foot. And the
answer is: pain. I am waiting for your answer. Could you use addi-
tional inspectors?

Secretary VENEMAN. Sir, we have included in this budget the
total number of inspectors that the agency has said that they need
to properly do the job that they have been asked to do. What we
have said is that the budget fully funds the inspectors that the
agency indicates that they will need to do food safety inspections.
So my best advice from the agency is that what we have requested
in this budget is the total number of inspectors that we will need.

Senator BYRD. And that number is what?

Secretary VENEMAN. Seventy-six hundred.
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Senator BYRD. Not 7,600 looking after the humane slaughter
practices?

Secretary VENEMAN. Seventy-six hundred.

Senator BYRD. I do not think you are saying that, are you?

Secretary VENEMAN. Seventy-six hundred total inspectors, and
the inspectors have a responsibility for overseeing humane slaugh-
ter, as well as meat inspection within the plants. In addition, as
I indicated, there have been 17 veterinary medical specialists who
have been hired to oversee humane slaughter and the practices
that are going on in the plants, in other words, an extra layer just
to review this particular issue.

Senator BYRD. And will the 17 employed by the $3 million that
I included in the——

Secretary VENEMAN. Yes, sir, that is my understanding.

Senator BYRD. Well, let us find out if we need more.

Secretary VENEMAN. We will be happy to do that. We will be
happy to go back to our Food Safety and Inspection Service and de-
termine whether or not additional employees are needed.

Senator BYRD. For what? What am I asking for?

Secretary VENEMAN. For the humane slaughter review.

Senator BYRD. Right. And to enforce all of the laws that are al-
ready in the book. Alright, then we will get the report then within
3 weeks that was requested in the 2001 supplemental——

Secretary VENEMAN. Yes, we will get that report to you as quick-
ly as possible, and hopefully within the time period you have indi-
cated. We will do everything we can to get that report done as
quickly as possible.

Senator BYRD. You indicate—there are some facts and figures in
that report in response to some of the questions that I have asked.

Secretary VENEMAN. Yes, sir.

Senator BYRD. For example, will these inspectors need to be vet-
erinarians to properly serve this function? Well new inspectors will
be required to meet the requirement of having a Federal inspector
in each plant to provide continuous observation of stunning and
killing operations. According to news stories that you yourselves
have read, some of these animals are being—they are not being
killed.

Be prepared to answer some questions on this subject. These ani-
mals have nobody to speak for them, and the agencies need to take
seriously this subcommittee’s interest in this matter.

The scriptures say that, “The righteous man regardeth the life of
his beasts.” Think about it.

Mr. Chairman, I have further questions, but I have taken enough
time. I am not very satisfied with the responses. I will have to say
that. It does not seem to be a concern down at the agency that
many of us have in this matter and of the fact that the American
people expect the agency to do its work in this regard. We should
not stand by casually and allow animals to be brutalized in the
slaughter plants. They should be slaughtered humanely and in ac-
cordance with the law.

This subcommittee is going to expect you, Madam Secretary, to
see that the agency shapes up in this regard and does these things.
We are concerned. I hope you will be, too.
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Secretary VENEMAN. Sir, I am concerned, and we will do every-
thing possible to make sure the slaughter plants are in compliance
with the law. That is our obligation.

Senator BYRD. I thank you, and we will expect the report on
time. Thank you.

Senator KOHL. Thank you, Senator Byrd. Senator Craig?

RURAL DEVELOPMENT

Senator CRAIG. Chairman, thank you. Madam Secretary, one of
the things that has happened in public land and rural States like
mine, as access to public-land resources have declined dramatically
over the last decade, is substantial dislocation of people and nega-
tive economic impact in many of these communities that are not
only ag-related, but they are forest-related, mining-related, and it
is largely our people have been locked off the land and away from
those resources by public policy, substantial economic dislocation
has occurred.

Rural economic development is critical, whether it be in that
blended kind of economy that I have just spoken of, or a purely ag-
economy. As agriculture has consolidated, there are fewer people
living in these communities. There is a struggle to keep infrastruc-
ture whole and, in doing so, to be able to go out then and attract
other kinds of industries to come into those communities.

In the 2003 budget, we see a fairly flat funding. And while I un-
derstand that to some degree, I would like an explanation as to
why in the relatively flat funding we see a reduction from $4.1 bil-
lion in 2002 to $2.6 billion in 2003 in the direct loans and guaran-
teed loans for rural electric systems, and the explanation is reflec-
tive of anticipated demand. So if you could explain that to me.

Also, then, if we are at flat funding and we have dislocated or
readjusted about $1.5 billion, where did that money go, and does
it stay within rural development?

Secretary VENEMAN. I am going to have Mr. Dewhurst answer
the specifics on the budget.

Senator CRAIG. Okay.

Mr. DEWHURST. Well, you are correct, Senator. For electric loans
in this budget, we had $2.6 billion in 2001. We have $4.1 billion
in 2002. The 2003 budget is back at essentially the $2.6 billion
level. We had a number of programs in the 2002 bill that were in-
creased significantly in anticipation of demand for those programs.
At the time we were putting this budget together last fall, demand
for electric loans had not appeared. We did not have the resources
to budget for that demand in 2003 without cutting other programs.
So the budget put those programs back at the 2001 level.

One of the things that is happening to us in rural development
in our credit programs is that the subsidy costs of these programs
are increasing, because as we are doing a more thorough job of au-
diting our books, and we are finding out that the risks in some of
these loans are higher than we had anticipated. So the budget au-
thority that you provide in the Appropriations Act to support these
programs is becoming more precious. Where we did not have abso-
lute proof of demand, although we had rising costs, we had to be
fairly conservative in the funding levels for the programs.
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RURAL WATER AND WASTE LOAN PROGRAM

Senator CRAIG. One of the areas of high concern, I think, to all
of us in these rural areas, especially with many of them just finan-
cially strapped—I mean, I have a couple of small communities in
Idaho who are being looked at to meet water standards, and I am
suggesting that EPA—we have one where the EPA wants to level
a fine of $10,000 a day to a very small community that has less
than $10,000 in its treasury. Now, I think it is pretty damned
counterproductive for that to happen. What they are in need of is
a grant to help them put in a water system, not to sit there and
sock them around as a Federal agency is doing at this moment. In
the area of water and waste water programs, are we at level or
below-level funding?

Mr. DEWHURST. I will just say that we are a little below the 2002
level and about the same as the 2001 level. We need loans and
grants for rural water and waste-disposal systems. Of course, what
we do with the community is help them figure out what they can
afford by way of a loan.

Senator CRAIG. Exactly.

Mr. DEWHURST. We then make the difference in a grant. The
grants, of course, count against the budget, dollar for dollar. This
may be interesting, in fiscal year 2002, we have $894 million for
the water and waste loan program. It costs us loan level of $62 mil-
lion in budget authority. That is the anticipated subsidy. In the
2003 budget, you only have $814 million for the loan level. But it
costs us %92 million in budget authority. In other words, we had
to find $30 million in increased funds within our budget targets
even to finance the $814 million loan level. That is because the
subsidy costs of the program have increased.

So I do not have a fancy answer for you, other than to say we
used every dollar we had within the budget targets to try to do the
best we could for the water and sewer systems budget of the De-
partment.

Secretary VENEMAN. Senator, can I just add one more thing to
that? I do understand the issues with regard to some of these small
rural communities looking at enforcement actions. We have had
some success in this regard, and we would be happy to work with
you and with some of your communities where we can put our EPA
and USDA folks together to help people try to comply with the EPA
requirements. We have been working together, Administrator
Whitman and I, on these kinds of issues.

RURAL DEVELOPMENT COORDINATION

Senator CRAIG. Well, it is good news to think that we have agen-
cies that are actually talking to each other. That is a rarity in this
town, especially when sometimes they run parallel to each other
and do not do so. So actually, with EPA doing what I am not sug-
gesting it not do, other than it deal in a softer-glove approach in
causing and directing folks to get things done, to have USDA talk-
ing with them and seeing where they can coordinate can and
should be a very real plus.

In the new farm bill, when it emerges, I trust that there will a
substantially stronger rural development title in there. I have been



76

a part of putting some authorizing language in there, as have oth-
ers—National Rural Development Partnership Act, I and others
have crafted and we put it in there. One of the things that is true
there, and I think will be helpful to us, is to create a more seam-
less relationship between local, State, and Federal cooperation and
agencies. Now, my folks say that the greater bounce for the buck
comes when they receive block grants that are specific in character
and they can direct those resources. The State Department of Agri-
culture in Idaho expresses that. Do you see that as an important
or a positive approach in moving progressively in these areas of
rural development?

Secretary VENEMAN. Absolutely, Senator. We talked a lot about
the need to look differently at rural communities in the policy book
that we put out, and I could not agree with you more that we need
to continually review our programs and our policies with regard to
rural communities and how we can best help them. Part of that is
developing the infrastructure so that they are not left behind, but
a lot of it is also utilizing collaborative approach with rural commu-
nities by having local input into decision making. I think we saw
that in the implementation of the Secure Rural Schools Self-Deter-
mination Act of 2000. Last December, you came to the Department
to join me in announcing the release of $384 million in payments
to States for schools, road projects, and forest stewardship projects,
where we have and will continue to collaborate with local commu-
nities. I could not agree more that that is extremely important.

We did have, in the emergency supplemental bill that was passed
by the Congress and signed by the President in August, specific
block grants to State Departments of Agriculture, and as you indi-
cated, that has been very popular with the State Departments of
Agriculture. They were in town this week, and they again ex-
pressed this to me. Whether or not that will ultimately end up as
something that emerges from the bill, I am not sure, but we cer-
tainly do have a number of programs that assist States in specific
areas, particularly the State Departments of Agriculture and the
pest and disease prevention and eradication efforts. I know that
there is increasing interest in these kinds of programs, as well.

But the collaboration, in my view, has become ever more impor-
tant since the events of September 11. If we are to have homeland
security work correctly, we need to have local, State, and Federal
officials all working together, not only to prevent any unfortunate
circumstances, but to react in the event that something might hap-
pen. So I absolutely agree that collaboration has to be stronger
than ever.

Senator CRAIG. Well, thank you very much, Madam Secretary.
Several of my colleagues have covered other questions that I think
are of concern to us as it relates to the overall budget for the com-
ing year. As I have mentioned earlier, and as I mentioned in my
opening statement, I think timeliness this year and sending the
right messages are going to be critically important as our agricul-
tural producers struggle to get back on their feet and need to get
their loan packages put together, an element of certainty is critical,
and that may not be that clear as we struggle to conference a new
farm policy. So I think that we, through the budget, can offer that
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kind of stability or anticipation, maybe better than the policy itself
will.

Thank you.

Senator KOHL. Thank you, Senator Craig. Senator Durbin?

FARM BILL PROPOSAL—EXTENDING FOOD STAMP BENEFITS TO LEGAL
IMMIGRANTS

Senator DURBIN. Thank you, Mr. Chairman. Madam Secretary,
thank you for joining us. In your opening statement, you reiterated
the Administration’s position of extending food stamps to legal im-
migrants who have been here for 5 years. In the farm bill, which
Senator Harkin brought to the floor, we cosponsored an amend-
ment with Senator Lugar that established that—the vote was 96
to 1 in the Senate. We were very proud of that.

I am asking the Administration, particularly if you would be will-
ing to write a letter to the conferrees, since it is not included in
the House version, to make it clear that that is the Administration
position and that you would like to see this in the final farm bill
as enacted.

Secretary VENEMAN. Well, I think our position on that is very
clear. It is in the 2003 budget. If we need to write an additional
letter, we can certainly reiterate what we have already stated.

[The information follows:]

LETTER FROM ANN M. VENEMAN

SECRETARY OF AGRICULTURE, OFFICE OF THE SECRETARY,
Washington DC, March 13, 2002.

Hon. LARRY COMBEST,
Chairman, Committee on Agriculture, U.S. House of Representatives, 1026 Long-
worth House Office Building, Washington, DC.

DEAR CHAIRMAN COMBEST: At this critical point for the farm bill, I would like to
reiterate the Administration’s main requirements for forward-looking, bipartisan
consensus legislation.

Farm bill funding is our top concern, since it affects all policy. The Administration
believes that the new farm bill must honor the limits of the Congressional Budget
Resolution. Consistent with this Resolution, Congress should not pass a farm bill
that exceeds $73.5 billion. We will strongly oppose any effort by the Conferees to
ignore the Congress’ own spending limits.

The Senate-passed bill frontloads the 10-year funding into the first 5 years, plac-
ing the future of farm programs in jeopardy for the second 5 years. The Senate bill
also sharply reduces or terminates funding for roughly fifteen rural, conservation
and commodity programs after 2006 in order to compensate for this ill-advised
frontloading. We will strongly oppose any frontloaded farm bill that allocates more
than $36.8 billion in the first 5 years.

The farm bill must support farmers without encouraging overproduction and fur-
ther depressing prices. The Administration continues to support marketing loan
rates—an existing countercyclical program—that are equivalent to those contained
in the House bill.

The Administration supports a strong, reliable safety net. The House bill’s in-
creased funding for fixed decoupled payments ensures farmers a consistent, predict-
able income safety net while maintaining market-oriented planting flexibility.

The Administration supports additional risk management tools to help non-pro-
gram crop producers, and has proposed the use of farm savings accounts to com-
plement traditional farm support programs. The Administration urges expansion of
the Senate’s farm savings account pilot program in order to provide a broader base
of assistance without causing planting and marketing distortions.

The Administration has stressed the absolutely critical importance of increased
trade to America’s farmers, and we have strongly urged that the new farm bill must
support trade and be consistent with our international obligations. The House bill’s
fixed decoupled payments are “green box” and meet our trade obligations, while
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Senate provisions increase the likelihood of U.S. non-compliance. Both the House
and the Senate have worked hard to include “circuit breaker” provisions to help en-
sure compliance with our WTO obligations. The USDA has suggested some modifica-
tions to the Senate’s language, which we ask the Conferees to consider.

The Administration strongly objects to any changes in existing law regulating the
sale of food and medicines to Cuba. We oppose repeal of prohibition on private fi-
nancing by U.S. persons of sales of agricultural commodities to Cuba.

The Administration continues to oppose country of origin labeling. Provisions in
both bills potentially violate international trade agreements, raise costs for con-
sumers, particularly low-income Americans, and does nothing for food safety.

The Administration supports a Farm Bill with a strong conservation title that bol-
sters working land stewardship, supplements farmers’ and ranchers’ income, im-
proves water quality, provides wildlife habitat, conserves water and protects open
space. We have made a particular commitment to conservation programs for work-
ing lands, such as EQIP and a new Grasslands Reserve Program. We also support
growth in established conservation programs such as CRP, WRP, FPP and WHIP.
However, we are concerned that the Senate’s new Conservation Security Program
commits to open-ended spending risking future funding for these established pro-
grams, without assuring cost effective environmental benefits. We suggest a pilot
approach to develop tools for measuring benefits and establish justifiable payment
rates.

We also commend the Senate for including a provision making legal aliens living
in the U.S. for at least 5 years eligible for food stamps. This is a key component
of the President’s budget, and we encourage the Conferees to include it in the final
bill. The Administration has also proposed an improved Quality Control system that
we believe, represents an effective and balanced approach to ensuring payment ac-
curacy in the Food Stamp Program.

Achieving a solid farm bill to assist farmers and ranchers in challenging times
is of top priority for the Administration. The Administration looks forward to work-
ing with you toward an expeditious conclusion to the conference and a bipartisan
farm bill that will best help America’s producers in the coming years.

Sincerely,
ANN M. VENEMAN.

Senator DURBIN. I hope you can do it. Thank you. Madam Sec-
retary, when my wife and I were first married, I gave—her first
Christmas gift was a puppy. I bought her a little black puppy. It
was a Newfoundland. And I should have looked ahead, because in
a matter of about 8 months, it turned into 120-pound dog. And it
used to push its way out the back door in Springfield, Illinois, and
get in a world of trouble—stealing balls off the playground from
kids, and dragging laundry off lines—and we would always get
phone calls, and I always knew when the phone conversation start-
ed out, “Do you own a big, black dog,” that we were in trouble.

You own a big dog, Madam Secretary. It is food safety. And every
time that phone rings, you are in trouble, because you are dealing
with an issue that is spread over 12 different Federal agencies, 35
different laws, 28 different committees, as I said in my opening
statement.

You just stated that if we are going to be serious about homeland
security, we have to coordinate things. Well, I have heard from the
President, the Vice President, Secretary Thompson, and from you,
as well, that food safety and security is one of those things that
needs to be coordinated. And I sincerely hope that—my plea-is to
try to move this Administration toward consolidating the food safe-
ty and security under one agency, which is consistent with Presi-
dent Bush’s campaign pledge, will really be part of next year’s pro-
posal. It clearly is not part of this year’s proposal. And it leaves a
lot of questions unresolved.
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FOOD SAFETY IN THE NATIONAL SCHOOL LUNCH PROGRAM

Let me give you one specific example, the school lunch program.
Each day today, 28 million kids will eat school lunches. And it is
shocking to learn that the number of food-borne illnesses linked to
school lunches increased by 56 percent between 1990 and 1997.
Now, this was before you came on the scene and had this responsi-
bility, but it has been clear to me that the Federal agencies lack
the necessary authority to deal with something as serious as food-
borne illnesses in the school-lunch program, such as recall author-
ity, which seems so basic, that if someone is supplying a food prod-
uct to the school lunch program, it is found to be contaminated and
to make children ill, you do not have the authority to recall that
product that has been distributed to other schools. It does not
make any sense. And there is little or no coordination between the
State and the local governments in enforcing any of these laws rel-
ative to the school lunch program.

As you sit there, can you point to anything that is currently
being done in your department in this area of food safety in school
lunch programs that can lead me to believe that you are sensitive
to this and moving toward dealing with the problem?

Secretary VENEMAN. We have been looking very carefully at the
school lunch program and food safety. In fact, I have directed our
Agricultural Marketing Service, which does the actual procurement
of the commodities served in the school lunch program, to work di-
rectly with our Food and Nutrition Service and the Food Safety
and Inspection Service personnel so that we have a consolidated
and coordinated effort in looking at the school lunch food safety
issues. These agencies have worked in their stove pipes in the past,
and we want to make sure that we have a coordinated food safety
effort for school lunch programs, and for school lunch purchases
and for school lunch contracts. These agencies will work together
to ensure the safety of the food served in this program, and ensure
that any decisions made, are made jointly with input from all of
these agencies.

Now, I had not heard the statistic you talked about, in terms of
food-borne illness, but we know, from CDC studies, that over 80
percent of food-borne illness is from improper handling of product.
If these statistics are correct, then I think we need to make sure
that people in the school lunch programs that are serving our chil-
dren school lunches are properly trained in how to handle food.

Senator DURBIN. That is right.

Secretary VENEMAN. It is food handling that is the biggest prob-
lem.

Senator DURBIN. It is.

Secretary VENEMAN. People are not trained today in how to han-
dle food, and we need to make sure that people in our schools are
properly handling the food.

FOOD SAFETY RECALL AUTHORITY

Senator DURBIN. When your predecessor came before my Sub-
committee in Government Affairs and spoke of food safety, he made
that point as well, but he also said, “I really wish I had the author-
ity—when I found out that there was contaminated food being dis-
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tributed to schools across America—that I had the authority to re-
call that food. I do not have that authority, under law.” Americans,
families, mothers and fathers are shocked to know that. Would that
not be an important tool and weapon for you to have in those cases
where you deal with contaminated food that could endanger school
children?

Secretary VENEMAN. Well, it is an authority that I think is cer-
tainly worth talking about. On the other hand, I will say that,
without the authority, we have been able to get, through the vol-
untary recall process, most product that needs to be recalled off the
shelves. I recall when this was a Health Department issue, not a
USDA issue. I was in California in the State Department of Food
and Agriculture at the time of the processed strawberry issue
which I believe was in 1997. Through working with the Health De-
partments and working with trace-back of the product, USDA was
a})le to get most of the product voluntarily recalled—I believe all
of it.

Senator DURBIN. Secretary, I do not think you could sell that po-
sition to any group of parents in America. To tell them that you
do not need the authority to recall contaminated food that has been
distributed to schools, will be hard to explain. I just—I do not think
you are going to be able to sell that, and I really hope you will take
another look at it, because it is one of the proposals which I am
going to bring in the area of food safety.

I am giving you a tool which you may never need or never use,
but when you need it, you need it right now. And a lot of parents
ilre }clounting on you because of your responsibility in the school
unch.

FOOD AID

Let me, if I can do two other quick questions, and I thank the
committee for their forbearance. The Administration has made a
significant policy decision in this budget when it comes to food aid
programs not to use surplus commodities. Now, they have moved
around some money to provide for food aid overseas from other
sources. The net result of it—and I was at a hearing yesterday
with the USAID administrator, Mr. Natsios—the net result of this,
Senator Harkin, is that we will provide less food assistance as a
Nation to the world next year than we do this year. I do not think
the world is going on a diet. I think the world is still hungry. And,
in fact, more children are going to be born into it. We will put less
food aid in that world, and I think that is a bad decision.

But let me ask you, just from an economic viewpoint, going back
to some economics courses I took many years ago, if we have low
farm prices and a surplus that is not being utilized and used, does
that surplus not act as a damper on prices and keep them down?
Is it not in the best interest of our production agriculture for us
to use our surplus, exhaust our surplus, not have carryover, so that
prices can rise, as opposed to be diminished by the Administra-
tion’s new policy of not using surplus commodities?

Secretary VENEMAN. Let me just clarify the Administration’s po-
sition. The Administration’s position is founded on the fact that it
is better to use Congressionally-allocated funds through Title II of
Public Law 480, rather than using section 416(b) authority through
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mandatory CCC funding for the bulk of our food aid donations.
This budget allocates additional amounts into the Public Law 480
Title II account as opposed to depending upon section 416(b) for
substantial amounts of our donations.

Now, at the same time, USDA retains the section 416(b) author-
ity within the budget. It talks about using section 416(b) specifi-
cally, I believe, for the donation of nonfat dried milk, which we do
have in surplus. While the budget anticipates the use primarily of
Public Law 480 for the food aid purchases that are needed, our food
aid authorities, contained in section 416(b) are still an available
tool. It is just that we do not anticipate using it to the degree that
it has been used in the past, but rather shifting that to the Public
Law 480 Title II program.

Senator DURBIN. Basic question: Would a larger surplus of a
commodity reduce the price on the market or raise the price on the
market?

Secretary VENEMAN. Well, basic economics would say it reduces
the price on the market.

Senator DURBIN. And so reducing the size of the surplus helps
bring up market prices for farmers across America, correct?

Secretary VENEMAN. Yes.

Senator DURBIN. And if the Administration’s policy is not going
to reduce the size of the surplus, then it is going to keep farm
prices down and increase the cost of the farm program, correct?

Secretary VENEMAN. Well, Senator, we are not undermining our
commitment to food aid in this country. I do not want, in any way,
to leave that impression. The question is through what authority
should food aid be funded? Is it going to be funded through Public
Law 480 Title II, which is discretionary funding, or should it pri-
marily be funded through section 416(b), which i1s mandatory CCC
funding. I think that is where the debate is, not our commitment
to helping people around the world and helping our farmers by
getting——

Senator DURBIN. I want to pursue this with you, because I think
if Mr. Natsios’ comments yesterday, that we will provide less food
to a hungry world next year—this seems like a very flawed ap-
proach.

I have several other questions, but I have taken too much time.
Thank you, Mr. Chairman.

Senator KOHL. Thank you, Senator Durbin. Senator Specter?

STATEMENT OF SENATOR ARLEN SPECTER

Senator SPECTER. Thank you, Mr. Chairman. I join my colleagues
in welcoming you here, Madam Secretary, you and your associates.
How are you enjoying the job?

Secretary VENEMAN. It depends on the day.

Senator SPECTER. Well, aside from today, how are you——

Secretary VENEMAN. It is going very well.

Senator SPECTER. This is the annual ritual, Madam Secretary.
You will get used to it. As they said to Mrs. Lincoln, “Aside from
that, how did you like the play?”

But day in and day out, do you find it rewarding?

Secretary VENEMAN. It is very rewarding. We have a very diverse
Department covering everything from farm programs to food and
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nutrition programs to food safety, as was talked about, so we really
have a very diverse group of issues which we are dealing with, and
it is very rewarding to be able to serve in this time in our country.

FARM BILL FUNDING

Senator SPECTER. I see Senator Harkin here—he and I work very
closely on the Subcommittee on Labor, Health, Human Services,
and Education—and I infer he has not questioned yet, so what do
you think of the Harkin Farm Bill?

How much too expensive is it?

Secretary VENEMAN. Well, as I indicated——

Senator SPECTER. It is called a loaded question, Madam Sec-
retary.

Senator Harkin taught me how to ask those.

Secretary VENEMAN. As I indicated in my earlier comments with
Senator Cochran, we are concerned about spending the money that
has been allocated by the Budget Committee relatively evenly over
the 10 years. I think that the principles that the Administration
has outlined for the farm bill have been clearly stated, and are
keeping within the budget agreement and allocating that money
evenly over the 5 years, making sure that we have a safety net
that does not overly increase production, thereby depressing prices,
making sure that the farm bill is consistent with our trade obliga-
tions, and making sure that we have good conservation practices.
The Administration is hopeful that all of these principles, as well
as the possibility of creating another tool for farmers and ranchers
through the establishment of farm savings accounts, can become
part of the final farm bill that is being discussed by conference
committee.

Senator SPECTER. Well, I know the Administration will weigh in
at the conference, and we urge you to do that. It was a tough vote.
I supported the bill. I think we need to go to conference. I was con-
cerned about the cost. Many of the programs there were very im-
portant for the Nation. There was a step forward on limiting the
payments and trying to avoid having the giant farmers get so much
of the money. Nationally, it is a critical bill.

I spent my early days in the State of Kansas, worked on a farm
as a teenager, and I know how hard the work is. And the farmers
do need support. So for Pennsylvania, the fruit growers needed a
little help.

DAIRY COMPACT

They got a little, not a whole lot. The dairy farmers needed help.
We have been fighting for a compact, but do not seem to be able
to get one. We have—when I said that I worked closely with Sen-
ator Harkin, I did not mean to exclude working closely with Sen-
ator Cochran and Senator Kohl. Senator Cochran and I, for the last
22 years, have sat next to each other on the Appropriations Com-
mittee. And Senator Kohl and I, elected in 1988 and worked very
closely on Ruby Ridge where he was the author of great changes
and modifications in the use of deadly force, but he has been a very
tough deadly-forcer on the compact issue.

But what can we do, short of the compact, which we are not like-
ly to get, to avoid these enormous shifts, swings in price? Our dairy
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farmers in Pennsylvania go from $16 a hundred weight to less than
$10 a hundred weight, and they are being driven out of business.
And there just needs to be some stability there. What can we do?

Secretary VENEMAN. Well, I am going to ask our Chief Econo-
mist, Dr. Collins, to assist me in the answer of that question, be-
cause it really is one of economics.

Senator SPECTER. No, I have asked him the question before, and
I have never found out.

Okay, Dr. Collins.

Dr. CoLLINS. Well, I will do my best to continue my record.

That is a difficult question. I mean, one thing obviously we can
do is to extend the price support program for dairy, which is sched-
uled to terminate in May of this year. That would be one thing we
could do. Some of the variability we have seen in the dairy market
over the last couple of years has been driven by weather, for exam-
ple. Of course, we export very little, we import very little and 98
percent of what we consume is produced here. So what happens
with our production often determines these swings in price. Last
year we had some poor weather, and we had the lowest increase
in milk production in 15 years. In fact, that gave us very high
prices. We had the second-highest milk price in history in 2001.
Now, this year, we expect a lower price. So some of this variability
simply comes from the normal market forces that are related to
weather.

I think one thing we could do is develop some type of price or
risk-management program for dairy producers, beyond what we
were talking about with the price-support level that the govern-
ment provides.

Senator SPECTER. Dr. Collins, I know this is a complex subject.
What I would like you to do, without taking any more of the time,
because there are more questions here, is to give me a memo-
randum on it as to where you think we might head on stabilizing
prices, an option paper. Because I know that is something every-
body wants to accomplish.

Dr. CoLLINS. I would be happy to do that.

Senator SPECTER. We do not have any more problems coming
from Australia and New Zealand, do we?

Dr. CoLLINS. T have not looked at the data recently, but I don’t
believe so.

Senator SPECTER. Senator Cochran and I and Senator Symms
made a trip there in 1982, and we thought we solved that problem.
I just wanted to be sure.

Dr. CoLLINS. I will check on that for you.

LOAN DEFICIENCY PAYMENTS

Senator SPECTER. Okay. Finally, an issue which is parochial, but
very important to the farmers in Erie. In the fall of 2000, the
USDA ruled that farmers were ineligible for Federal loan-defi-
ciency payments because they had filled out the forms wrong on
the advice of Federal Farm Service Agency employees. I would not
be surprised if you were unaware of that, Madam Secretary, but
people were asked to pay back lots of money with interest, not get-
ting anymore payments. And what I would like you to do is take
a look at it. I saw your efficient staff just handed you a memo. That
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is what you call good staff work, handing you a memo to answer
a question which you could not possibly know all the details on.
But what I would like you to do is to take a look at it and provide
a written response as to what we might do.

These farmers, hundreds of them, were misled. And it is not
their fault. And if they got payments that they were not entitled
to, then, okay, maybe there will be an offset, but we should not talk
about interest, we should not talk about penalizing for something
that was not their fault, that the employees did, if, in fact, that is
true. And I believe it is true. So if you would provide me with a
written response, I would appreciate it. Thank you very much.

Secretary VENEMAN. We will be happy to do that, sir.

[The information follows:]

ERRONEOUS LOAN DEFICIENCY PAYMENTS

A review of the Erie County FSA Office revealed that the office had issued incor-
rect 1998- and 1999-crop loan deficiency payments (LDP’s) to producers by using the
previous day’s LDP rate to calculate the payments. As a result, some participants
were underpaid and others were overpaid.

For those who were underpaid, FSA issued additional payments based on the cor-
rect LDP rate. For those who were overpaid, the Erie County FSA Office issued let-
ters requiring refund of the overpayments (the difference between the incorrect pay-
ment and the recalculated amount based on the correct LDP rate). Interest was
waived from the date of the erroneous disbursement to the date of notification to
the producer of the overpayment amount. There were approximately 730 incorrect
overpayments totaling $115,198.34.

Participants who had been overpaid had the opportunity to appeal FSA’s decision
to require refunds. In most of the cases that were appealed, the National Appeals
Division (NAD) upheld the FSA decision because the producers had been told that
the LDP rate being used in calculating the payment was that of the previous day.
In the few cases where the producer had not been told, NAD reversed the FSA deci-
sion.

At the end of fiscal year 2001, there were 53 producers with outstanding overpay-
ment amounts totaling $48,464.29. In October 2001, the Pennsylvania State Office
was instructed to proceed with collection action.

Senator SPECTER. Thank you very much. Thank you, Mr. Chair-
man.

Senator KOHL. Thank you, Senator Specter. Senator Harkin, you
have been patient, and we will call on you.

FARM BILL FUNDING

Senator HARKIN. Thank you very much, Mr. Chairman. And,
Madam Secretary, welcome again to the committee. And I just
again want to publicly thank you and all of your staff for the close
work that we have had as we have labored through this farm bill
on the Senate side, and we finally got it through. And I can say
publicly that at no time have I or my staff ever sought to get infor-
mation or any kind of data or colloquies, correspondence with your
department, that we have not gotten it and gotten it in good time,
so I just really appreciate that very good working relationship.

I also want to add at this time, I did not speak with Senator
Specter before we came in here.

We came in together, but we did not huddle out there, so I did
not give him that question. I want that on the record.

However, since he asked, I do want to spend some time—I had
not planned on this, but I do want to spend a little bit of time talk-
ing about the Senate bill and the buzz I am hearing now. First, I
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would look at just Page 4 of your written testimony. And it says
here “the new farm bill should be generous, but affordable. It
should provide a reasonable safety net without encouraging over-
production and depressing prices.” I believe we have a safety net
in the Senate farm bill, counter-cyclical. “It should establish farm
savings accounts.” That is in our bill, not the House bill. “It should
support our commitment to open trade.” We have got money in
there for the Foreign Market Development Program, the Market
Assistance Program, more than the House has got. “We should
offer incentives for good conservation practices on working lands.”
We have the CSP program, not the House bill. “And we should en-
hance nutrition programs.” The House has $3.6 billion for nutri-
tion. We have $8.9 billion for nutrition.

Are you sure you do not support the Senate farm bill?

I mean, I read that, and I say, well, wait a minute, that looks
just like what we did when you compare it to the House bill.

But the buzz I am hearing now—I talked to my Governor from
Towa last evening, and he said that they had been at the White
House. And I said, “Well, did the President talked about agri-
culture?” He said, “Well, they did ask him about the farm bill, and
his response was that there was too much front loading. There was
too much money spent in the early years.” And that is really all
he said. And that is what the President said when he was in Colo-
rado. It just seems to be something that is fixed in his head, that
he just keeps saying this.

So what I would like to explore with you for awhile is that, be-
cause I think there is a lot of misinformation out there about the
budget aspects of the Senate farm bill, and I kind of want to get
to the bottom of it. And let us bring some factual accuracy. My staff
gave me this little chart here. It is from the Congressional Budget
Office. As I understand, the Administration said that the farm bill
must abide by the Congressional Budget Resolution that was
adopted last May.

Again, for the record, I want to point out that was a budget reso-
lution passed by a Republican House, a Republican Senate, and
supported by a Republican president. I want to make that clear.
This is—we are not talking about any new budget that came out
of the Senate or anything like that.

That budget resolution provides for $73.5 billion in new spending
over 2002 to 2011. The budget resolution contains no restrictions
on how that money is divided up among the years except that no
more than $7.35 billion is to be spent in the year 2002. Do you
agree with that description, Madam Secretary?

Secretary VENEMAN. I believe that is correct, but I have not seen
the language specifically.

Senator HARKIN. Just stating the facts. Now, if you look at the
final CBO scoring of the Senate farm bill—the final CBO scoring
of the Senate farm bill—you will see that the CBO analysis shows
new budget authority of $73.5 billion over 2002—-2011 period, with
$7.1 billion in fiscal year 2002. From the standpoint of outlays,
okay—outlays, let us make sure we are talking about the same
thing, outlays, in terms of spending—CBO shows new spending of
$72.9 billion—that is from our farm bill—over the 2002-2011 pe-
riod—$5.9 billion of that in fiscal 2002.
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So, again, I ask you, Madam Secretary, would you agree that
those CBO figures show that the Senate bill complies with the con-
gressional budget resolution? Does the Senate bill comply with the
congressional budget resolution?

Secretary VENEMAN. Senator, I just now saw the CBO chart for
the first time.

Secretary HARKIN. You have had the CBO numbers, surely, be-
fore now. This is just a chart. You do not have—you can forget
about the chart, just listen to the numbers—just get your people
to

Secretary VENEMAN. No, as far as I understand it, the 10 year
total for the farm bill is $73.5 billion.

Senator HARKIN. That is right.

Secretary VENEMAN. So any bill must stay within that number.

Senator HARKIN. Do you agree that the Senate——

Secretary VENEMAN. The concern

Senator HARKIN. Does the Senate bill stay within that number?

Secretary VENEMAN. According to the CBO numbers, that is cor-
rect. The concern, as I have expressed it to you before and today
at this hearing, is that the Administration’s position is that the
spending should be used relatively evenly over a 10 year period. I
think what you were referring to with regard to what the President
said is that there is a concern about spending too much money in
the first 5 years, and not reserving enough for the second 5 years.

Senator HARKIN. [ am——

Secretary VENEMAN. I understand we have a difference of opinion
on that.

Senator HARKIN. No, I do not want opinions. I just want facts.
Right now. We will get into the opinions some other time. I just
want facts now, because we are talking about front-loading, and I
want to—I am now going to get to—I just wanted to establish the
fact that the Senate farm bill does comply with the budget resolu-
tion passed last year and supported by this President. And that
fact is yes. And does anyone dispute that? If they do, please say
so.

Now I want to get into the front-loading issue. It is coming up.
Now, what we have done in the Senate farm bill is, I believe—is
to try to help farmers who are struggling right now. Now, this is
just in the opinion part of it, perhaps. We try to help farmers that
are struggling right now. Low commodity prices. Very low com-
modity prices. We then continue a strong income protection into
the later years and build that into the baseline for the next farm
bill. There is no reduction in the safety net for the program crops
in later years.

But CBO says the safety net will cost less in later years, because
CBO predicts that commodity prices will increase over the next 10
years. That is what CBO said. Prices will increase over the next
10 years. The safety net will cost less.

And so, again, as I understand it, the Administration position
is—is the new farm bill should put less emphasis on helping farm
families now so that there might be more funds on paper in the
budget baseline for 2009 or 2010 or 2011 in the next farm bill. It
seems to me that that is backwards. Now, that is opinion. I am get-
ting into opinion here.
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Now I will go back to facts. The budget resolution—there is no
constraint on how we divide up the $73.5 billion. Now, the Admin-
istration has come in and said, “We want it evenly spent.” Okay.
At the time the budget resolution was adopted, we had this chart
issued. It lays out the assumptions in how that is going to be spent
over the years. The budget resolution that was passed shows that
the larger share of the %73.5 billion would be spent in the first 5
years, as compared to the second 5 years. That is this budget reso-
lution that was passed last year by the House and the Senate and
supported by the President.

Specifically. Specifically. Factually, assumption by the CBO was
that $40.25 billion of the $73.5 billion would be spent in 2002 to
2006, the first 5 years.

Again, Madam Secretary, I ask are those assumptions that were
in that budget resolution—is that what the Administration is op-
posed to?

I will repeat the question. I know you are talking with your staff.
What I have pointed out was in the budget resolution passed last
year, CBO assumed that $40.25 billion would be spent in the first
5 years. Are you opposed—is the Administration opposed to that?
Is that the front loading that the Administration is opposed to?

Secretary VENEMAN. Well, we have not taken a position on what
CBO did in terms of scoring the budget resolution. What we have
done is said that the amount of money over the 10 year period that
has been allocated should be spent relatively evenly. The primary
reason for that is to make sure that the producers have certainty
in the out years as to what monies will be available, in terms of
the baseline.

Senator HARKIN. I will get to that. I will get to that. Again, I do
not know what “relatively” means. I am just saying that the budget
resolution passed here last year, supported by this Administration,
supported $40.25 billion in the first 5 years. Are you now telling
me you do not support that, the Administration does not support
{:{hat, that they have changed their mind? If so, I would like to

now.

Secretary VENEMAN. Sir, we supported the amount of money that
was in the budget resolution, and we have said that the farm bill
spending ought to maintain that amount of spending over the 10
year period, but it should be spent relatively evenly. We have never
taken a position on how CBO scored that 10 year outlay.

Senator HARKIN. Okay. I will ask you again. CBO, last year, the
budget—and that budget was supported by the Administration.
That budget was supported by the Administration—$40.25 billion
is outlayed, is spent in the first 5 years. Again, I will ask again,
does the Administration believe that $40.25 billion in the first 5
years is too much?

Secretary VENEMAN. Again, Senator, what we support is the
$73.5 billion over 10 years. We have not taken a position

hSenator HARKIN. We are there. We have already agreed. We are
there.

Secretary VENEMAN. Right.

Senator HARKIN. Now we

Secretary VENEMAN. We have not taken a position on——

Senator HARKIN. How do I get this first 5 years?
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Secretary VENEMAN. We have not taken a position on the way
that CBO has scored the farm bill in the budget resolution. We
have said that the money should be spent relatively evenly over the
10 year period.

Senator HARKIN. Help me out here. I do not know what “rel-
atively” means. Now, 73.5 divided by ten, is that what you mean?
Every year, it should be spent—exactly that number every year? Is
that what you are saying?

Secretary VENEMAN. We are saying that the spending does not
have to be exact, but I believe that, and I will ask Dr. Collins to
correct me if I am wrong, the version of the House farm bill has
spending relatively even—not exactly even, but relatively even in
terms of the way the spending is allocated over the 10 year period.
I believe that the bill that was proposed by Senators Cochran and
Roberts had spending allocated relatively even over a 10 year pe-
riod of time.

Senator HARKIN. Well, let us get to that. Well, evidently you do
not want to comment on the budget resolution. Now, sometimes we
can use it, and sometimes we cannot. It just depends on how it fits
the facts. But the facts are—and this cannot be disputed—the
budget resolution of last year supported $40.25 billion for 5 years.
Now, CBO has scored the Senate bill that we passed for 5 years.
That scored $40.38 billion for the same 5 years—one third of 1 per-
cent more. Now I am to understand the Administration does not
like that.

So that is—these are some of the facts that we have got to get
out there on this so-called front-loading that we are doing. Now, I
am not—as I understand it, you are not arguing that we should
overturn the budget resolution of last year. Are you arguing that?
I mean, because it did not do it relatively evenly over 10 years. It
did $40.25 billion in the first 5 years.

Now, if you are saying you want to overturn that, we ought to
know about it, because I am getting a little upset with this talk
about this front-loading all the time when I pointed out that our
front-loading is $130 million more in 5 years than the budget reso-
lution, which is one-third of 1 percent.

Secretary VENEMAN. Senator, may I have Dr. Collins just com-
ment briefly on this?

Senator HARKIN. Sure, glad to.

Dr. CoLLINS. First of all, I guess I would say, going back to the
original budget resolution, which did have year-by-year numbers in
it that the Administration never took a position on those year-by-
year numbers. It is our understanding that what the budget com-
mittee does in putting a year-by-year number in there is largely ir-
relevant, that it is up to the authorizing committee, your com-
mittee, to determine that spending pattern. So the position the Ad-
ministration has taken all along has been on the $73.5 billion and
not on any year-to-year concept.

Regarding the question of front-loading, I think you can look at
it in two lights. You can look at it in terms of outlays, which is the
numbers you have been quoting. You can also look at it in terms
of budget authority. I am not sure what the budget resolution ap-
plies to, whether it is BA or outlays. But certainly, in terms of
budget authority, the Senate bill becomes even more front-loaded.



89

Now, you say we have seen the CBO numbers, but I actually had
not. I saw the CBO numbers on the farm bill for the first time this
morning. I think they were either released last night or this morn-
ing, so we really have not had a chance to study these numbers,
and I have not seen the BA numbers from the CBO. I have only
seen the outlay numbers, which were provided to me this morning.
But the earlier BA as scored by CBO for the Senate bill was $46
billion during the first 5 years—was $45.8 billion during the first
5 years.

Senator HARKIN. Was that authority?

Dr. CoLLINS. That was budget authority, yes, sir.

Senator HARKIN. Let us talk about spending. What is the

Dr. CoLLINS. Spending is the number you have quoted.

Senator HARKIN. Right, $40.38 [billion].

Dr. CoLLINS. Right. So I am saying the question of front-loading
applies to both of the concepts of budget authority and spending so
you have to keep both of those in mind.

Senator HARKIN. I will be glad to talk authority with you Keith,
or I will talk outlays, but let us not keep—let us not move back
and forth across the turf.

Dr. COLLINS. Fair enough.

Senator HARKIN. I will be glad to talk with you. If you want to
talk authority, we will talk it. If you want to talk outlays, we will
talk to that, too.

Dr. CoLLINS. No, I am just trying to clarify why we have not
taken a position on the year-by-year numbers from the original
budget resolution.

Senator HARKIN. So you are saying that every year has got to be
relatively even. I would like to figure out what “relatively” means
and what the parameter means.

Dr. CoLLINS. That is a good question.

Senator HARKIN [continuing]. Guidance and direction from the
Administration on it.

Dr. CoLLINS. I think that is a fair question.

Senator HARKIN. And I am just saying that we looked at the
budget resolution, and we kept pretty close track of the budget res-
olution. That is the facts. Now, if the Administration said they do
not like that budget resolution, well, that is another point, and
maybe we can get onto it for that. But this idea of front-loading—
again, getting into the opinion sector of it, it is like this. Let us say
you have got a bad body wound, and you are bleeding profusely.
You have cut an artery. Do you need a Band-aid or do you need
a tourniquet? You need a tourniquet. Now, once you suture it up
and you stop the bleeding and it heals a little bit and you have got
a little scar, do you need a tourniquet or a Band-aid? You need a
Band-aid then. But you do not need the same thing at every point
along the line, in my opinion.

If you want to get into the opinion side of it, Madam Secretary,
we have got extremely low prices right now, and we are going to
have them for the next couple of years. We know that. Farmers are
hurting—badly. They need the tourniquet now. I do not know what
they are going to need in 2008 and 2009 and 2010. We are not
going to have a 10 year farm bill. We are going to have a 5 year
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farm bill. I think the House agrees with that, and I think the Sen-
ate agrees with that. We are going to have a 5 year farm bill.

Now, you said something about the baseline. Let me factually
state for the record, the bill—the Senate bill—will not reduce the
baseline for farm income protection. Under the Senate bill, when
we get to 2006, there will be money in the CBO baseline for the
income protection level in our bill. The baseline will adjust to com-
modity prices at that time. For example, we have an income protec-
tion price of $5.75 a bushel for soybeans. The cost of that income
protection would be built into the baseline at the end of this farm
bill. Now, the costs may go up, or it may go down. But the CBO
baseline will automatically adjust so that there is, in the baseline,
enough money to fund that income protection level of $5.75 a bush-
el for soybeans. Obviously, if prices go up, the income protection
goes down. If prices go down, the income protection goes up. And
that is the way the way we designed the bill.

The alternative to that? The alternative to that is to continue
what we are doing, that is, Freedom to Farm direct payments every
year, regardless of prices. That is the alternative. And that is what
the House bill has got. If you want to just continue direct payments
year after year, regardless of what the price is, well, then you
just—that is the debate I guess we are going to have in conference.
And I do not know what the Administration’s position is going to
be on that.

But I want to—there are two things we are doing. We are deal-
ing with facts, in terms of how much we are spending on our bill
in 5 years, compared to the budget resolution. Now, I did not com-
pare it to what the Administration was, because I did not know
what the Administration was. I hope maybe by the time we go to
conference, I said to my colleagues here—at least Senator Cochran
who is going to be on the conference—I hope maybe the Adminis-
tration would define “relatively” for us.

What parameter does the Administration want? Does it want ex-
actly evenly every year? Is it 2 percent deviation? Five percent?
Ten percent? How much does the Administration mean by that?
Then we can start arguing on the basis of opinion and sort of phi-
losophy on whether or not we need some more money in the first
5 years. I have stated quite frankly for the record, I do believe we
need more money in the first 5 years. I am not arguing that we
should not—I believe we do. So if you call that front-loading, you
call that front-loading. But to hear people talk about it, it is like
we are taking all the money and putting it in 5 years, when we
are not taking all the money and putting it in 5 years.

So all I can say is that, you know, the current CBO baseline—
if the current CBO baseline, Freedom to Farm, will continue, we
would have the same front-loading, have exactly the same front-
loading if we continued Freedom to Farm, even payments, have the
same front-loading, more so than what we have got.

So again, I just want to get those facts out there. And, you know,
I think, Madam Secretary, you have said time and time again we
need to rework the Freedom to Farm Bill. We need to rework that,
and we have done it, and we have put money into conservation pro-
grams and rural development and farm savings accounts and ev-
erything like that—foreign market development programs, and we
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have a reasonable safety net. We might argue about overproduction
and depressing prices. That probably gets into the opinion level, I
suppose. But I will continue to point out the facts of what it is, in
terms of the budget we have and the budget resolution, and I will
continue to ask the Administration for their definition of “rel-
atively.” Thank you, Madam Secretary.

Senator KOHL. Senator Cochran?

RURAL HOUSING SERVICE

Senator COCHRAN. Mr. Chairman, Senator Bond, who is helping
manage the election reform bill, asked if I could raise an issue that
impacts the Rural Housing Centralized Servicing Center in St.
Louis and citizens applying for low-income rural housing loans.
Madam Secretary, he asked if you could delay implementation of
a new phone-conversation recording system until a series of his
questions that have been provided to the department are answered.

Secretary VENEMAN. Certainly, we will be happy to look at that.
I will review his questions and see if we can accommodate his con-
cerns.

AGRICULTURAL RESEARCH

Senator COCHRAN. Thank you. Mr. Chairman, one comment, I
suppose, rather than a question as we get to the end of this hear-
ing. I noticed in the Secretary’s testimony, there is a statement to
this effect, “Commitments for agricultural research have not kept
pace, and opportunities to take advantage of some of the Nation’s
best university-based scientific talent are being lost.” I agree
wholeheartedly with the Secretary’s comment on that subject and
that this is a problem that we need to address.

But despite the proposal to double the funding for the National
Research Initiative, the overall level of funding in the budget that
the secretary submits today for the Agricultural Research Service
and the Cooperative State Research, Education, and Extension
Service (excluding ARS building and facilities, emergency supple-
mental appropriations and proposed funding transfers for rental
costs and employee pension and health annuitant benefits) is $14
million below the fiscal year 2002 enacted levels. If we are going
to meet the current and future challenges, such as genomics, land
and animal management, pests and diseases, and genetically-modi-
fied organisms, we will have to invest more rather than less in our
research efforts.

Mr. Chairman, thank you for your conduct of the hearing today.
You have been eminently fair and patient. It is a pleasure to work
with you, sir.

ADDITIONAL COMMITTEE QUESTIONS

Senator KOHL. Thank you, Senator Cochran. The subcommittee
will be submitting questions for the record.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]
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QUESTIONS SUBMITTED BY SENATOR HERB KOHL
NRCS CONSERVATION RESERVE PROGRAM TECHNICAL ASSISTANCE

Question. Please provide information on the levels of technical assistance that
were used to carry out the Conservation Reserve Program in fiscal year 2002.

Answer. In fiscal year 2002, a general signup of CRP acres is not being held, so
technical assistance costs will be a result solely of acres signed up through the con-
tinuous and farmable wetlands programs. Technical assistance will be funded
through provisions in the fiscal year 2002 Agriculture Appropriations Act permitting
use of $13 million in funds from the Environmental Quality Incentives Program and
through a pilot program of direct contracts between the Commodity Credit Corpora-
tion and private entities.

Question. Please provide information in regard to SNOTEL operations in fiscal
year 2002.

Answer. The increased funding level for SNOTEL in fiscal year 2002 allowed for
all water supply forecasting and drought assessments to be fully supported this sea-
son. Also, operations of this automated snowpack monitoring system have been re-
stored to full response with this increased funding and progress is being made on
maintenance that had been deferred in recent years. At the current funding level,
scheduled replacement of obsolete components at the two critical base meteor-burst
radio stations is underway and needed replacements at the 660 remote SNOTEL
stations will be carried out over the next several years.

Question. Please provide a status report on project items included under the head-
ing of “Conservation Operations” on pages 68—69 of House Report 107-275 and any
other projects that are included on pages 86-91 under the same heading in Senate
Report 107—41.

Answer. NRCS will provide the Committee with a listing of the funds allocated
to States for Conservation Operation project items. NRCS has requested that each
State Conservationist submit a second quarter status for each project in their State.
This status summary will also be provided.

[The information follows:]
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NATURAL RESOURCES CONSERVATION SERVICE

CONSERVATION OPERATIONS

STATE

FUND

PROJECT

GONGRESSIONAL
LANGUAGE

FUNDING
TO STATE

Alabama

CO-01

Sand Mountain Water Quallty
Conservation Froject

(H)The Commites has Included funding Tor The Tollowing new project. $500,000 10 The
State of Alabama Soil & Water Consarvation Committee for the Sand Mountain ‘Water
Quality Project. Conference, Funding is included for following ifem: $300,000 for Sand
Min WQ Project (AL).

Alabama

CO-01

Central AL/Blrmingham WQ &
Conservation Initiative

(3)The Committee provides $300,000 for the Central AlabamarBirmingham Water Qualty
and Consarvation Initiative. Conference, Funding is included for following item: $150,000
for Central AL/ Binmingham WQ Inifiative.

[Alabama

CO-01

Gulf Coast WQ & Conservation initiative

{S)Tha Committtes provides $400,000 for the AL GuIT Goast Water Quality and
Conservation Initiative. Conference, Funding is included far following itam: $200,000 for
AL Guif Coast WG/ Canservation iniffative.

| Alaska

CO-01

Harding Lake Association

(8)From withIn the available funds for the Alaska State Ofice, the Committee directs the.
Service 1o work with Harding Lake Association ta study the Harding Lake Watershed.

[Alaska

CO-01

Kenal Streambank Restoration Water
Project

(S} The Comumittee continues funding at the FY2007 fevel for the Kenai Straambank
restoration water project in flscal year 2002

Alaska

CO-01

Offices & Staff

(S)The Cammittse continues the fiscal yaar 2001 level of funding for two additional offices
in Bethel and Nome in order for NRCS to have a presence in western Alaska and includes
$350,000 for new offices In Juneau and Glennallen in FY2002. Also, the commitiee
provides an additional $650,000 for funding necessary to support at least ane stalf position
for each soil & water district, a public ion program, and asaistance in
rural Alaska. Conference: Funding is included for following ifems: Juneau and Glennafien
Officas (AK) $250,000; $500,000 to staff each soif & water. District,

Ataska

CO-46

Gold Region Plants

(S)The Commitiee provides the FY 2001 level of funding fo obtain and evalnata materals
and sseds of plants indigenous to regions north of 52 degrees North Latitude and
equivalent vegetated regions in the Southern hemisphere (south of 52 degrees South
Latituds). The Committtee diracts the agency to continue working in canjunction with AK
Division of Ag.n this effort.

Aleska

CO-46

Nativa Plant Materials evaluating and

(S) The Committee provides tha fiscal year 201 level of funding and Increasing nafve
plant materials in Alaska.

Alaska

CO-01

Seward/Resurrection River Watershed
Project

(8)The Committee provides the FYZ001 funding level for TA for the Seward/Resurrection
River Watershad project, Alaska. The conference agreement doas nof include
$1,250,000 for the Seward/Resurraction River North Forest Acrea (AK) as proposed
by the Senate.

Arizona

CO-01

Southwest Stralegy(AZ & NM)

(S)The committee expects the NRCS ta continue to support the Southwest Sirategy and s
coardinated effort to help address the natural resource, cultural resource, and economic
issues facing the peaple of New Mexico and Arizena.

Arkansas

CO-01

National Water Management Center in
Lonoke, AR

$150,000

(H)The Committee encourages the NRCS 1o provide adequate funding to the National
Water Management Center in Lonoke. AR.(S) The Committee provides the FY2001 lsvel of|

funding for the National Water Mgt Ganter in Arkansas.

Arkansas

CO-01

Phase 2 of the Kuhn Bayou Project

$2,750,000

(S)The commitise directs the agency 1o praceed with Phase 2 of the Kuhn Bayou Project
(Point Remove). Arkanses.

Arkansas

CO-01

Little Red Rlver Irigation Project

(S)The Cammittee provides §750,000 for planning, design, and fechnical assistance
assaciated with the Little red River Irrigation Project in Arkansas. Conference, Funding is
inciuded for the following item: $375,000 for Litlle Red River migation Froject

Arkansas

CO-01

Upper Petit Jean Watershed Project

(S)The commitiee provides $300,000 for the Upper Polit Jean Watershed Frojedt,
Arkansas. Conference, Funding Is inctuded for the following item: $150,000 for the Upper
Potit Joan Watershed Projact

Arkansas

CO-01

[Walnut Bayow Imigation Project

(5}The Committee provides $250,000 for the planning and design associated wilh The
[Walnut Bayou Irvigation Project, ARK. Canfersnce, Funding is included for the following
item: $125,000 for the Walnut Bayou lrrigation Project

$125,000|

Califonia

CO-01

Manteray Bay Sanctuary

{H) The Commitiee has inciuded additional funding for the following projects: $600,000 fo
establish an Innovative, collaborative appraach to protecting the resourcss of the Mnterey
Bay Sanctuary an Increass of $100,000.

California

CQO-02

Lake Tahoe Basin

(H)The Committee has included additional funding for tha following projects: $300,000 of
TA to the Lake Tahoe Basin Soil Conservation Project, an increase of $50,000. (S)The
Committee provides $400,000 for the Backyard Conservation Pragram as part of the
Nationat Goaperative Seil Program. This funding Is to be used ta provide TA on grazing
lands and backyard cantainment of water runoff in order to improve nutrient management
and protect water rescurces in the Lake Tahoe Basin. Conference, Funding is included for
the following item: $350,000 for the Lake Tahae Basin Project

$350,000|

$600,000|

Califoria

CC-01

|Agricufiural ehancement open space

{HjThe Cornmittee has inciuded funding for the following new project: $125,000 for an
agriculfure ennancement/open space plan in CA. Conference, Funding is included for the
following item: $375,000 for the Agricuiture space project

$375,000

Delaware

CO-46

Expand cooperative efforts with DE
State Univ. for plant materials

(H)The Commiitiee s provided funding for project continuation of $290,000 for
cooperative efforts with Delaware State University.(S)The Committee provides the FY 2001
level of funding to expand the cooperativa efforts with the Claude E Phillips Herbarium,
Delawere. .

$290,000

Flaricia

CO-01

Coop agreement with Manates Ag
[Water Reuse System Project

(H)The Committee has included funding for the foilowing new project: 31,000,000 for a
cooperative agreement with the Manatee (FL) Agricuiture Water Reuse System Project,
Conferenca, Funding is included for the fallowing item: $500,000 for the Manatee

| Agriculture Reuse system project

$500,000]
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NATURAL RESOURCES CONSERVATION SERVICE

CONSERVATION OPERATIONS

STATE

FUND

PROJECT

CONGRESSIONAL
LANGUAGE

FUNBING
TO STATE

Florida

CO-01

Creation and Implemantation of pilot
projects for Innovative technology
systems 1o ireat waste and wastewater
generated by confined animal feeding
operations.

(H)The l:ommme has provided funing for the foilowing as projad
000,000 for the cantlnued i of pitot

projects for innovetive technology systems rasulting in a 75 peroom reduction in nutrients
of wastewater discharged by animal feeding operations and associated animal processing
facililies implemented by the not-for-profit Agricultura Facilities Administration &
Corporation ("AFAM") and entities such as the Nerth Carolina Agricultural
Finance Authority contracted by AFAM to assist in selacting, funding, implementing, and
evaluating innovative systems through pilot projects. The conference agreement provides
$5,000,000, the same as fy 2001, for the continued implementation and acceleration of
pilot projects for innivative technology systams resulting in a 75 % reduction in nutrients of
wastewater discharged by AFO to be managed by Farm Pilot Project Coordination, Inc.
The Secretary Is dlrecled lo release these funds after. submltﬂng @ repart to the

on that a salis agn
and Farm pilof Coordinat Jnc. has bean consumaled.

NRCS

Georgia

CO-01

C with the:
Georgia Soif & ‘Water Commission

(H)The Commitiee has included additicnal funding for the following projects: An additional
$575,000 for & coaperative agreement with the Georgia Soil & Water Conservation
Commission for a total of $1,000,000.

CO-D1

Initiative

I_eorgra Agricultural Water Conservation|(S)The Committes provides $1,000,000 in FY 2002 funding for the Georgia Agricultural

$1,100,000

Water Conservation Initiative. Conference, Funding is included for the Tollowing item:
$500,000 for the Georgia Agricuifural Water Conservation Initiative project

Hawail

CO-46

|Alien Weed Pasts

(S)The Committee continues its concern for the serious threat to pastures and watersheds
resulting from the introduction of alien weed pests into HI. The Commitiee directs the
agency to work with the HI Dept of Ag and APHIS to develop an integrated approach,

Including -safe biological controls, for these pests.

Hawaii

CO-48

Molokai Agriculture Community
Committee

(8) The Comiiee provides the fiscal year 2001 lavel of funding o continue support of
and resource n an the Island of Molokai and transhion
from smalk-scale conssevation projects ta those that benefit the community thraugh

economic impact,

Hawail

[CO-48.

PMC for Natlve Plants to clean up the
Island of Kahoolawe

(S) The Committee provides 5200,000, the same level available in fiscal year 2001 and
$100,000 above the budget request to improve the Hawali Plant Materials Center's
capability to propagate native plants 1o support the Federal cleanup of the Istand of
Kahoolawe and to facilitate the start-up af native plant nurseries.

(daho

CO-01

Idaho One-Plan

(S)The Committae provides $200,000 for FY2002 for he Idaho One-Plan, a test of the
prototype Conservation Planning Module in the field with farmers and ranchers In Canyon
county, (daho.

idaho

CO-01

Little Wood Irrigation District

{S)The commitiee provides $750,000 for a feasibility study on the Little Wood River
Inigation District Gravity Pressure Delivery System in Idsho. Conference, Funding is
includad for the following item: $500,000 for the the Littie Wood River imigation Project

Idaho

CO-a1

Irrigation vicinity of Minldoka

(S)The committee provides $750,000 to assist in the conversion to sprinkler igation in the|
vicinity of Minidoka, Idaho, in order to reduce water quality impairments resulting from the

retum of water runoff lo the aquifer by way of agricultural drain wells. Conference, Funding
is included for the foliowing item: $500,000 for tha conversion to sprinkler irrigation project

Ilincis

Trees Forever Program

(H) The Commitiee has included addltional funding for the following projects: $100,000 for
the Trees Forever Program in llinois,

lliinois

Conservation measures in the llinois
River Basin (EQIP)

(H) The Committee directs tha NRCS 1o use up {o $600,000 in EQIP funds for conservation]
measures in the fllincis River Basin.

lllincis

Provide TA for Embrass River
Watershed and Shad Lake

(H) The Commiittee encourages the NRCS to provide technical assistance for the Embrass
River Watershed and Shad Lake in linois,

lowa

Hungry Canyon Erosian ControliLoess
Hills Erosion/\Wastern owa

(8) The Committee provides an increase of $150,000 from the fiscal year 2001 level to
address the erosion in the Loess Hills area in wester lowa. The Committas is aware that
the Eastem Red Cedar and other invasive species of woody plants are having a very
negative effect on pralrias In the Loess Hills, & unique sai important to many rare animals
and plants, The Committee urges that the Department support efforts to raduce this
problem. Conference, Funding Is included for the following item: $800,000 for the Hungry|
Canyon/Loess Hills Erosion Control project

CO-01

| Treas Forever Program

(H) The Committee has provided for fhe continuztion of folowing projects: $100,000 for the
Trees Forever Program in lowa. -

CO-01

Implement CEMSA with lowa Soybean
| Assaciation

(S)The Comittee provides $300,500 to implement the Certified Environmental
{Management Systems for Agriculture (CEMSA) in cooperation with lowa Soybean
Association. CEMSA will be designed to assist producers to voluntarily adopt certified
conservation plans and is expected to be implemented over a 3 year period st a total cost
of $1,000,000, with additional funds 1o be provided from non federal sources. Canference,
Funding Is included for the following item: $200,000 fo implement CEMSA with the fowa
Soybean Association

$100,000
$200,000

lowa

CO-01

Cooperative Agreement with Tiaer

(H)The Committee has provided funding for a cooperative agreement with the Texas
Institute of Applied Environmental Research (TIAER) for watershed management and
projects i Jointly by the National Pork Preducers Council, lowa
Soybean Association and TIAER, The projects will utilize water quality research,
demonstrating a voluntary and incantive driven certification program that will help row arop
and livestock agricultural producers comply with national environmental water quallty
regulations. The Committee encourages NRCS 1o work with these groups to identify
federai resources avallable for the demonstration program and pravide necessary technicall
(S} The commities the agency to suppoit watershed management
tian projects in with the Natlonal Pork Producers Council.

and

$100,000]
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Kentucky

Co-01

IKY soif erosion cost share pragram

{S}The Committee provides $2,000,000 to provide TA for the KY Soil Erosion Cnmrul Cost-
sharing Program. The Committes also RCS to enter i

with Kentucky Sail C: Districts to further the partnerships armong
these organizations. Conference, Funding is includad for the following itsm: $1, 700,000
for the Soil srosion control/soll survey program

Kentucky

CO-02

Accelerate KY soil survey program

$1,700,000]

(S)The committea provides $700,000 to accelerate the KY Soil Survey Program.

$700,000]

Loulsiana

CO-01

Barataria-Terrebone National Estuary
Program

(S)The committees provides no less than $250,000 sbove the FY2001 level of TA ralated
o the Barataria-Terrebons National Estuary Pragram. This program wil assist in the
reduction of non-paint sourcs pollution atfecting water quality in the Gulf of Mexico and the
lessening of the causes of hypoxia. Landowners in this area are encouraged to make
application under EQIP o obtain financial assistance necessary to cany out this program,
Confemecs, Funaing is included for the following item: $126,000 for the Baratarfa-
Terrabone National Estuary Pragram

$125,00(

Louisiana

CO-46

Golden Meadows PMC

(S)The Committee provides an increase from the F Y2001 level for The Golden Meadows
PMC for necessary facility improvements and to support ongoing work in the areas of
coastal welland plant species and coastal pralrle plant restoration. Confrerence, Funding
is included for the following item: $344,000 for the Golden Meadows PMC

MA, NY, &
cT

CO-01

Nature Conservancy’s Weed R Now

(NVIN)

{H)The Committee directs the NRCS to fund the Nature Conservancy's Weed Rt Now (WIN)
inltiativa in the Southern Taconic Mountain's of Massuchetts, New York, and Connectlcut.
Conference, Funding is inciuded for the following item: $100,000 for the Natura
Conservancy's Week it Now program

MA &W1

Conservation Programs related to
Cranberry Production

MD,VA PA,
DE, W

Mississippi

Chesapeaks Bay Program (MO 28.8%,
PA 22.3%, VA 23.4%, DE 8%, WV
9.1%, NY B.4%)

$344,000

$100,000|

(S)The Committee provides a total of $600,000 for conservation programs ralated to
cranberry production in the states of MA & W|

(S) The Commitiee provides an increasa of $750,000 from FY 2001 level of funding for the
Chesapeake Bay Pragram.

$600,000

$6,000,000

|WF-08

Town Creek/Coonawah Creek

(H)The Commitiee encolrages NRGS to provids TA & FA (o he following project: T0
address flooding probfems in Town Creek {S)The Committes provides $250,000 for
FY2002 to finish installing the remaining channel work on Cocnewah Creek in Lee County.
Confsrence, Funding is provided to finish the instaliation of the remaining channel work on
Coonewah Creek in Les County, MS

Misslssippi

PL-06

Design flood water retarding structures
in Town Creek WS, Carthage, MS
Pearl River Basin/Dry Creek Watershed

$313,000

(8)The Committee provides $580,00 for FY 2002 for study, planning, and design fo
implement floodwater retarding structures in the Town Creek Watershed, Carthage, MS.
(S)The Committea provides $350,000 for fiscal year 2002 for flood control in the Pear
River Basin, Dry Creek Walershed In Marlon County, Misslssippi. Conference, Funding is
provided for fload control in the Peart River Basin, Dry Creek Wetershed in Marion County,
MS

Mississippi

WF-03

Install grade stabilization structures in
the Skuna River

(S)The Committee provides $400,000 for Y2002 to install grade stabilization structures in
the Skuna River, Misslssippl. Canfersnce, Funding is provided for the installation of grade

stabilization struttures in the Skuna River in Mississippi
(S) The Commiitee provides the fiscal year 2001 level for technical assistance for Frankiin

County Lake, MS.

$1,500,000

Mississippl  [CO-01 Franklin County
Mississippi  |EQIP [EQIP National Priority Area In Dalta

Region

(5)The Commitiee directs the agency to maintain a natlonal priority area pilot programm
under the guidelines of the EQIP in the Deita of the State of Mississippi.

Mississippi

CO-01

Miss. Delta Water Resources Study

(S) The Commitiee continues fanding for the Delta Study at Fy2001 level Local sponsors
are to work cooperatively with the NRGS 56 that water conservation, water supply
valuations, and environmental planning can proceed.

Mississippi

CO-01

Proper classification and taxonormic
[characteristics of sharkey sails,

$1,560,000
$750,000)

(S) The Commilties directs the agency to work with soil scientist at ragional fand grant
universitles to continue the pilat project in Washington, Sharkey, and Yazoo Countles,

ine the proper and taxonomic of Sharkey
Soiis. NRCS is a8 part of ongoing soll survey program in state.

Mississippi

Delta Canservation Demanstration
Center in Washington Count

|Mississippi

CO-01

Mill Creek Watershed

(S) The Commiittee provides an increase of $500,000 from the fiscal year 2001 funding
level for the Delta Conservation Demonstration Center, Washington County, Mississippl.
(§)The Committee provides §1,000,000 in FY 2002 for a channel modification o the Mill
Creek Watershed in the City of Magee, MS, to prevent further flocding. Conference,
Funding is included for the following item: $800,000 for the Mill Greek Watershed

Mississippi

CO-01

[Squirrel Branch Drainage Project

(8) The Committee provides $250,000 for fiscal year 2002 for tha Squirret Branch Orainage]
Praject, Mississippi.

Gngoing

[Mississippi

[CO-01

Survey Chickasaway River

{S)The Committas provides $100,000 for FY2002 to survey the Chickasaway River in
‘Quitman, Mississippi, to pravide planning and design for de-snagging and dahris removai.
Conferencs, Funding is included for the following ifem: $75,000 for the Chickasaway River-|
Quitman Planning and Deslgn project

Mississippi

CO-01

Cattle & nutrisnt management

(S)Tha Commiittee provides 3500 000 fcr FYZOUZ for cattle and nutrient management in
stream crossings in Districts.  Cos

Funding is included for the fulluwmg item: $475, DOG for the cattie and nutrient
management project

Mississippi

(WF-03

Strayhom Creek Watershed

(S)The Committee provides $300,000 for FY2002 to provide bank stabilization structures in
the Strayhar Creek Watershed, Mississippi, Conference, Funding is provided for bank
stabilization structures in the Strayhom Craek

Mississippi

Imprave Drainage along Lyons Creak

(8)The Commitiee provides $500,000 for FY2002 to improve drainage afong Lyon Creek in
Taylorsville, Mississippi. Conference, Funding Is included for the following item: $400,000
for the Lyon Canyon Creek Drainage Improvement project in Taylorsvilie, MS

Mississi

C with Alcorn
State University

(S)The Committes pravides $175,000 for FY2002 for a cooperative agreement batween
NRCS and Alcorn State University to analyze soil erosion and water quality by using

demonstration sites.
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CO-48 [Jamie Whitten PMC (S)The Committee provides $300,000 for F'Y2002 fo make improvements to the existing

building and facllities at the Jamie Whitten PMC. Conference, Funding is included for the
foliowing item: $275,000 for the Jamie Whitten PMC

CO-01 Mallard Pointe (S) The Committee recommends the following provisions: Section 737, Notwithstanding
any other provisions of law the NRCS shall provide FA & TA in the amount of $150,000 to
the Mallard Pointe Project in Madison county, MS. Conference. Sec. 744,
Notwithstanding any other provisions of faw, the NRCS shall provide FA & TA In the
amount of $150,000 ta the Maliard Fointe project in Madison County, MS,

CO-01 | Choctaw County Impoundient Study | (S)The Commifies provides $100,000 for FY2002 fo provide a feasibiity skudy for 3 3urace
impoundment in Choctaw County, MS. Conference, Funding is inciuded for the Tollowing
item: $75,000 for the Choctaw County Feasibilily Study for surface impoundment

ICO-01 |Wildlife Management institute (S) The committee provides an increase of $1,000,000 from the FY2001 levels for
developing and transferring fish & wildlife technology to states and fleld offices,
Conference, Funding is included for the follwoing item: $5,608,000 for the Wildlife
Management institute

CC-01 Water quality office serving the Upper | (H)The Committee directs the NRCS to study the establishment of a water quallty office $20,000|
|White River Basin serving the Upper White River Basin in MO. The Committae directs the Servica to report
on the 5 year cost, and the level of financial and human resources that would ba required
fo establish such a office. The commlttea directs the Service to provide a report to the
Commititee on ions by March 1, 2002 on this issue.

braska CO-01 National Agroforestry Canter (S) The Committee provides the fiscal year 2007 level of funding fos agroforestry efforts in $345,000|
conjunction with the National Agroforestry Genter in Lincoln, Nebraska.
New Mexico [CO-0T Pilot Program to improve (H) The Commitias has included additional funding for the following projects: $1,500,000 30

telecommunications capabilities or a pllot program to improve telecommunications capabilities in remote arsas of New
Mexico serving mostly minority or il The

agreement does not Include $1,500,000 for fiekd telecommunications pifot project

program (NM) as propased by the House.

New Mexico {CO-01 Southwast Strategy(AZ & NM) (8)The commitice expects the NRCS to continue to support the Southwest Strategy and its|

coordinated effort to help address the natural resource, cuitural resource, and economic

issues facing the paople of New Mexica and Arizona.

(S)The Commitiee Is aware of the additional demands for conservation TA resulting from

the New ersey State Conservalion Cost Share Program and urges the agency to provide

[New Jersey |CO-01 State Cost Share Program

adaitional assistance in with that program.
[New York CO-01 |Westchester County SWCD/Long Island |(H) The Committes has provided for the continuation of foilowing projects: $350,000 for
Sound technicai assistance to the Wastchester Soil and Conservation District to address land use

and waler qualily issues affecting the Long Island Sound, an increase of $50,000.

Conference, Funding is included for the following Hem: $325,000 for the Westchaster

County SWCD/Long Island Sound

New York CO-01 Pastureland Mgmt/Rotational Grazing | (H) The Commitiee has provided for the continuation of following projects: $560,000 to
promote pastureland management and rotational grazing in Central New York.

mﬁ’w York CO-01 Skaneateles and Owasco Watersheds | (H) The Committee has provided for the continuation af foliowing projects:$250,000 to

establish best management practices to individual farmers to reduce the impact of ag-

related non-point sources of poliution In the Skanesteles & Owasco, New York

Watersheds.
New York  [CO-01  [Address non-point poliution in (H) The Committee has provided for the continuation of following projects: $250,000 (o
Onandaga Lake Watershed address agriculture non-point source pollution in the Onendaga Lake Watershed.
New York  [CO-01  [Beaver Swamp Brook restoration (H)The Commitiee has included funding for the Tollowing new project: $300,000 for the
Beaver Swamp Brook Project in NY.
[New Yok [CO-01  |For refinement of computer twols (F)The Comniittee has included funding for the following new project: $600,000 for the

refinement, integration, and implementing of computer tacls to improve nutrient
management pianning on dairy famms in NY. Canference, Funding is included for the
foliowing ftem: $200,000 for the refinament, integration, and implemantation of computer
toofs to improve nutrient planning on dairy farms

NewYork  [CO-01  |Phase H of multi-year conuact with (H)The Committee has inciuded additionai funding for the fellowing projects: 650,000 fo
NRGS and the Watershed Agricultural ~ [implement phase It of a multi-year agreement between NRCS and the Watershed

ip funding for il Council (WAC) in Walton, New York, of which *$80,000 shauld be designated
for perpetual stewardship easements purchased by the WAC's Whale Farm Easement
|Program.
[New York CO-01 Coop Agreement with Pace University to[{S)The commitee is aware of growing demands on natural resources in New York State $130,0004
promote sustainable growth resulting from increased developmant and urban sprawl, The Committee provides
$230,000 for use through a caoperative agreement with Pace Universily to promote
sustainable growth and protection of soil and water resources. Confarence, Funding is
included for the following ifem: $130,000 for a cooperative agreement with Pace University
North CO-01 Evaluation of dairy cattla manure as @ [(H) The Committes has included funding for the following new project: $50,000 for the
Carclina biofuel evaluation of dairy caltle manure as a biofuel in NC.
North Dakota {CO-01 [Red River Basin Flood Prevention (S)Recurring floods along the Red River in recent years have resulted in tremendous loss
Project of property and have endangared residents throughout the basin. A number of methods,

such as enhanced water starage capacity, more efficlent drainage, and shifts in agricutural
land use, may be employed to retard the flow of flood waters and reduce downstream
flooding. t is Important that these improvements be pursued in a manner beneficial to
agricuture and result in minimal loss of praductive farm land. Accordingly the Committee
provides $1,000,000 for the Red River Basin Flood Prevention Project in North Dakota In

the Energy and Envi Research Center. Conference, Funding is

Ohio

Maumee Watershed Hydrological study [(H)The Committee has included funding for the following new projact:
and Flood Mitigation Pian Maurnee Watershed Hydrological Study and Flood jation Plan in Northwest Ol
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CO-01

Urban Encroachment on rural areas.

(H)The Commitiee recognizes the major dificulties created by the encroachment of Grban
areas on rural areas. The Committee believes thet there is a need to deveiop a more

and Integrated view of land use by residential,
agricultural, and public entitles. The Committee directs the Service to develop a proposal
such a ive view, Including i such as the American
Farmland Trust and the Nature Conservancy. In the deveiopment of this proposal, the
Commitiee expects the Servic to identify projects for this activity, inciuding highway
in Northwest Ohla,

Ohia

CO-01 Great Lakes Basin Program

(H) The Committee has provided funding for following &s project continuations; $725,000
for the Great Lakes Basin Program.(S)The Committee provides $2,500,000 to continue
[work on the Great Lakes Basin Program for soll and erosion sediment control.
Conferencs, Funding is included for the foliowing item: $1,250,000 for the Great Lakes

| Basin Program

$1,250,000)

OH, IN.& MO

CO-01

Source Water Protection Initiative

Oregon

|CO-48

Wetland Resaarch, Hilsboro, OR

{F) NRCS 15 strongly 0 provide SUpPOrt and assistance to the local watershed
associgtions in Ohio, ndiana, and Missourl working on Source Water protection Initiative.
(8)The Commitiee provides $350,000 for advanced watland plant research at Sitverton,
OR. to plant and study optimai species for conserving water, raducing soil runoff, and
removing toxins. In addition, the Committee is aware of needs for additional TA assistance
in Oregon and other states and the Secratary ine the distribution of
funds among states in correlation with oversll conservation wori. Conference, Funding is
inciuded for the following item: $125,000 for the Advanced wetland piant ressarch-

| Hillsboro, OR.

Oregon

CO-46

Oregon Garden , Silverton, OR

[(S)The Commites pravides an ncrease of $50,000 from FY 2001 for the Oregon Garden,

Silverton, OR. Conference, Funding is included for the following iiem: $325,000 far the
Oregon Garden in Sitverton, OR

Cregon

CO-01

TA Tor Oregon(NRGS)

|allocated to each state,

$150,000
$125,000

§325,000|

(S)in addition, the Commitiee Is aware of needs for addiional TA assistance i Oragon and|
other states and the Secratary to ibution of funds amang
states in comelation with overall conservation work. Wit accompilsh with funds

Gngoing

Rhode Jsland

CO-01

Vicinity of Jamestown, RI

(STThe commitiee recommends the following provisions: Section 739. Notwilhstanding any
other provisions of law, the NRCS shall provide $450,000 for a wetlands restoration and
water conservation project in the vicinity of Jamestown, RI. Conference: Sec. 746,

| Notwithstanding any other provisions of iaw, the NRCS shali provide $250,000 for &
watiand restoration and water conservation project in the vicinity of Jamestown, RI,

[Puerto Rico

CO-01

Digitization & certiication of all
| published soil surveys

South
Carolina

CO-a1

GIS based Model (o inlegrate
commodity and conservation

$250,000]

(H)The Commitiee has included funding for the following new project: $150,000 for the
digitization and centification of all published soil surveys for Puerto Rico to be made
available through the internet.

(S) The Commiltea provides an increasa of $250,000 from ihe fiscal year 2001 ievel of
funding for the continued ofa ic i systems (GIS)-b:

model in South Caralina to integrate commodity and conservation program data at the field
lavel for watershed analysis purposes. Conference, Funding is included for the fallowlng
itern: $600,000 for the G/S based model

[South
Carolina

CO-01 'Study for land use change with Clemson

University

(S)The Committee provides $800,000 for FY 2002 for a study to characterize the on-site
consequences, estimate off-site impacts, and develop strategies to faciiitate fand use
change while preserving critical natural resources, The agency is directed to work in
cooperation with Clemson University in conducting this study. Conference, Funding is
inciuded for the following ifem: $550,000 for the study to characterize land use change-
Clemson University

Tennessee

Damage to forest health from Pine
Bestles

() In fight of sévere damage to forest haalh from the pine boatle infestalion In Tennesses,
the Commitee recognizes the need for reforestation activities as a result of this devasting
outbreak and strongly encourages the Secretary of Agriculture to work with the
Tennessees state forsster to mitigate this

CO-01

efiicient imigation activities in the Bexer,
Medina, Uvalde Counties of Edwards
Aquifer

Facilitate water conservation and (H)the committee has provide funding for the following new project: $500,000 to facilitate

water conservation in the Bexer, Medina, Uvalde Counties (TX) area of the Edwards

Texas

CO-01

Field Office telecommunicalion pilot
project in West Texas

(H)The commitiee has provided funding for the following new project: $1,500,000 for & fiekl
office telecommunication pilot program in West Texas. Conference: Funding Is included for
the foliowing item: $3,000,000 for the fisld office telecommunications pitot program.

Texas

CO01

Cooperative Agreement with TIAER

(H)The Committes is concerned that funding allocations to the states are being reduced in
proportion to Cangressional éarmarks funded in the Conservation Operations accaunt, The|
Committee directs the chief of the NRCS, in making the FY 2002 CO funding allocations to
he States to treat Congressional earmarks as additions to the State's funding allocations.
The Committee directs NRCS 1o provide a report ta the Committes an Appropriations, not
later than 45 days after the enactment of this Act., including the following: FY 2001 CO
aliocation by State, FY 2002 CO allocation by State, the FY 2002 Cangrassional earmarks
by Stats, and the total CO allocation by State.Conference. In cases in which the House or
Senate have directed the submission of a report, such report is to be submitted to both the

|House & Senate Committees on Appropriations.
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Nutrient Project

River Basins Scil Nutrient Project to include Jeffarson, Bereley, and Greenbrler Counties.
[ This funding will enable the NRCS, in cooperation with West Virginia University and the
Appalachian Small Farming Research Center, to ldentify and characterize phospharous
in soils to determine apprapriate ransportation, the holding capacity, and the

of . This i ion is critical in helping ian farmers
deal with nutrient loading (ssues and in protecting the Chesapeaks Bay from
eutrophication, and the Ohio River, Mississippi River, and Guif of Mexico from depletion of
life-sustaining oxygen.

CONGRESSIONAL. FUNDING
STATE | FUND PROJECT LANGUAGE TO STATE
[Texas CO-01 TIAER (H)The Committee has provided funding for & coaperative agreement with the Texas $800,00(
Institute of Applied Environmental Research (TIAER) for watersived management and
demonstration projects coordinated Jointly by the National Pork Producers Council, lowa
Soybean Association and TIAER. The projects wil utilize water quality research,
demonstrating a voluntary and incentive driven certification program that will hefp row crop
and livestock agricuttural producers comply with nationat environmental water quaiity
regulations. The Commiltee encaurages NRCS to wark with thesa groups to idantity
federal resources available for the demonstration program and provide necessary technicall
assistance. (S) The commitice encaurages the agency to support watershed management
and tion projects In ion with the National Pork Producers Gouncll.
Texas. CO-46 Texas Plant Material Centers The conferees continue funding for the Texas Plant Materials Centers at nof 16ss thar the $568,0001
|FY2001 funding lovels.
Utah [CC-01 FAFO/CAF O pilot projectin cooperation |(H) The Commitiee has provided funding for the following as praject continuations: 125,01 $125,000]
with the Litah Farm Bureau, the for a pilot AFO/CAFO project in Utah in cooperation with the Litah Farm Bursau, the Utah
|Assaclation. Cattlemen Association, and the Utah Dairymen Asscclation.
Vermont [CO-01 [Test amerging allemative fechnology fo [(S) The Commiies encaurages the agency to provide $300,000 1o suppor ihe emerging $300,600
reduce phosphorus loading into Lake  [attemnative technology ta reduce phospharous loading into Lake Champlain,
Champlain.
West Virginia [CO-01 Mic-Atlantic Hightands: (H)The Committes has included additional funding for the fotiowing projects: $250,000 to $250,000
design and implemeant natural stream restoration initiatives in the Mid-Atlantic Highlands of
which $126,000 shall be for the Canaan Valley Institute and $125,000 for the NRCS offica
in West Virghia,
West Virginia [CO-02 Geo. Database to conduct digitized soil [(H)The Commitiee had included additional funding for the following projects: $200,000 for $200,000]
surveys w/Canaan Valley Insti. the soil survey geographic database to conduct digitized soil surveys in the Mid-Atlantic
Highlands in conjunction with the Canaan Valley tnstitute.
CO-01 Nitrogen Soii Tests (S) The Committee provides $160,000 for fiscal year 2002 to conduct nitrogen soil test and $180,000
plant-available nitrogen tests, and to demenstrate poultry litter and wood composting in an
effort to improve fammers' economic returns and minimiza potential water quallty conditions
rasulling from excess application of nutrients from manure and fartiiizers on West Virginia
cropland.
West Virginia {CO-02 GIS Center of Excellence at W Virginia | (S)The committes directs the NRTS to develop a plan to establish a GIS Genter of Ongoing
University Excellence in caoperation with West Virginia University that will provida expertise to
design, field and support new applications for capturing, managing, analyzing and
delivering soil survey information i an easily accessible manner. Accomplished by
ongoing soif survey funds allocated to state.
[West Virginia |CO-01 | Appalachian Small Farmer Outreach (8) The Committee recognizes the need for a special outreach effort so that USDA can $860,000)
Program serve smal-scale Appalachian fammers in sustaliing egriculture production while protecting
natural resources. The Committee provides the fiscal year 2001 level, for a total of
$860,000, for the iian Small Farmer Qutreach Program. ete.
fWest Virginia {CO-01 Potomac and Ohlo River Basin Soil (8) The Commitiee provides $300,000 to continue the expansion of the Potomac and Ohio $300,000|

Wisconsin

CO-01  {Expand grazing lands nitiative 1o

laugment EQIP

(HjThe Commities has included funding for the fallowing new project 5150,000 fora
caoperative agreement with the Wisconsin Department of Agriculture o expand the
Wisconsin grazing lands inltiative to augment the funding that this initiative Is receiving
through EQIP. (S) The Commitiee provides no less than $250,000 for grazing land
conservation activilies in Wisconsin Conferance; The conforence agreement provides
250,000 as proposad by the Senate instead of $150,000 as proposed by the House, for a
caoperalive agreament with the Wisconsin State Dapt of AG to expand the WI grzing
iands iniiaiiva to augment the funding that this initiaive is receiving through the EQIP.

$250,000]

Wisconsin

CO-0t

Conservation activities with Aldo
Leopold Foundation

{8)The Committee provides $1,000,000 for conservation activities in Wisconsin in
coapersation with the Aldo Leopold Foundation.

$1,000,000)

Wisconsin

CO-01

Giobal Environment Education Center
Landuse Program at Stevens pelnt

(H)The Committee has provided funding for the following new project: $2,000,000 for 3
cooperative agreament with the Global Environment Education Center iand uss program at
Stevens Point, Wi

$2,000,000)

Not
Specified

CC-01

Natlonal Fish and Wildiife Foundation
Partnerships

(S)The Commitiee provides FY 2001 Jevel of funding 16 develop parinerships botwesn
USDA and the National Fish and Wildlife Foundation. The Confarees provide $3,000,000,
the same amount as fiscal year 2001, for matching funds to the National Fish & Wildlife
Foundation. The federal financiel assistance shall be advanced withour regard i when
expenses are incurrad for projects on or benefiting the mission of NRCS.

$3,000,000]

Alaska

i

3

Reforestation

The Confereees nots authorzation under FIP for removal and site preperation for
replanting on private Jands which may Serve 1o reduce the potantial of Wildfires and dirscls
the agency, where appropriate, to provide resources for that purpose, utizing fiexibifity

regarding minimum productivity requirements.

$500,000|

NATURAL RESOURCES CONSERVATION SERVICE

CONSERVATION OPERATIONS

STATE

FUND

PROJECT

CONGRESSIONAL
LANGUAGE

FUNDING
TO STATE

Kentucky

Conservation Easements

(S)Of the funds made available to the CREP for the Stata of Kentucky, $490,000, and of
the funds made available for competitive research grants, $230,000, shall be made
avaitable to purchase conservation sasements or other interest in land ta nat exceed 235
acres in Adair, Green and Taylor counties, Kentucky in accardancs with the Famiand
Protection Program. Confsrance, Sec. 763. in accordance with the FPP, & total of
$720,000 shall be made avaiianis fo purchase conservation easements or other inferest in
/and, not to exceed 238 acres, in Adeir, Green and Taylor Counties, Kentucky: Provided
that $490,000 of this amount shall be made from funds made svailable to the CREP for the
Stata of Kentucky, Provided, that $430,000 of this amount shall be from funds made
avaifabie to the Conssrvation Reserve Enhancement Program for the State of Kentucky.
No NRCS Allocation - Funds from £CC
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FISCAL YEAR 2002 NRCS CONSERVATION OPERATIONS EARMARK STATUS REPORT AS OF
3/31/2002

Alabama

State: Alabama

Funds: CO-01, $300,000

Project: Sand Mountain Water Quality Conservation Project

Progress/Status: NRCS is in the process of developing a grant agreement with the
State of Alabama Soil and Water Conservation Committee to transfer $300,000 to
accelerate water quality initiatives on Sand Mountain. NRCS is recruiting a soil
conservationist to add to our existing staff in our Rainsville Field Office to support
this project.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The Fed-
eral contract for the wetland treatment area will be completed by September 30,
2003. Long Term Contracts (LTCs) have conservation practices scheduled for instal-
lation through fiscal year 2003.

State: Alabama

Funds: CO-01, $150,000

Project: Central Alabama/Birmingham Water Quality and Conservation Initiative

Progress/Status: A Project Coordinator has been appointed to complete studies
and a plan of work for the project area. Preliminary meetings have been held to so-
licit local need and input from interested parties and local units of government.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The in-
stallation of all conservation practices will be completed by September 30, 2003.

State: Alabama

Funds: CO-01, $200,000

Project: Alabama Gulf Coast Water Quality and Conservation Initiative

Progress/Status: A Coordinator for the project has been appointed. Organizational
meetings have been scheduled and input solicited from interested parties. The Coor-
dinator will work closely with local units of government and the local community
college to establish a GIS base from which to coordinate the data as it is collected
and analyzed.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The in-
stallation of all planned conservation practices will be completed by September 30,
2003.

Alaska

State: Alaska

Funds: FIP, $504,600

Project: Reforestation

Progress/Status: Applications for 392 acres of reforestation, which should allocate
$120,636 of program funds, have been received. Currently, 70.5 acres have been re-
viewed and approved by State Forestry, which will be allocated in early May. The
remaining 326.5 acres will be reviewed by State Forestry as time and staffing is
available. Current status of seedlings arriving in Alaska will account for only 500
acres of planting to be completed in fiscal year 2002. The seedlings will be shared
by the following programs: FSA, FIP, SIP, Kenai Peninsula Borough and Anchorage
Municipality funding.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Cost
share agreements for the total amount should be allocated by September 30, 2002.
Disbursements for a majority of the. obligated funds should occur in fiscal year 2003
and 2004, dependent upon seedling and reforestation vendor availability as well as
weather and climate.

State: Alaska

Funds: CO-01, $50,000

Project: Harding Lake Association

Progress/Status: A Cooperative Agreement has been drafted to transfer $30,000
to the SalchaDelta Soil and Water Conservation District. The SWCD will hire a
project planner to coordinate NRCS effort with the Lake Homeowners Association.
NRCS has promised to survey the entire lake, the properties, and possible inlet and
outlet sites. We are currently negotiating with the Army Corps of Engineers to pro-
vide LIDAR data as a part of their ongoing work in the area (no agreement needed
or requested). This would eliminate the need for a survey and allow NRCS to focus
on hydrology and site analysis.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: None.
Cooperative Agreement obligating $30,000 will be signed by July 1, 2002. Surveying
will be completed by September 1, 2002 utilizing the remaining $20,000.
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State: Alaska

Funds: CO-01, $450,000

Project: Kenai Streambank Restoration Project

Progress/Status: A draft of Amendment #2 to the Cooperative Agreement is being
developed. The city is prioritizing projects.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Coopera-
tive Agreement obligating entire $450,000 will be signed by July 1, 2002. Construc-
tion will begin fall 2002 and continue through fall 2003.

State: Alaska

Funds: CO-01, $2,250,000

Project: Offices and Staff

Progress/Status: USDA-NRCS has completed position descriptions for Juneau and
Glennallen. Vacancy announcement for the Glennallen position has closed and selec-
tion of candidate will be made in the near future. The position in Juneau is adver-
tised and will close on May 13. Funding has been allocated to technical support for
these offices as, well as Nome and Bethel,—Alaska. Field Office furniture and equip-
ment (including engineering equipment) is being purchased to assist in public infor-
mation program and assistance in rural Alaska. Grant modification with AASWCD
for $500,000 was signed January 24, 2002. New Grant Agreement between the Alas-
ka Association of Conservation Districts and Alaska NRCS for $200,000 was final-
ized on March 8, 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Dis-
bursement for a majority of the obligated funds should occur in fiscal year 2002.

State: Alaska

Funds: CO-46, $300,000

Project: Cold Region Plants

Progress/Status: The project will develop a plant material plot network that will
transect the State with resulting data that can be incorporated into ongoing global
warming studies. Cooperative Agreement between the USDA Natural Resources
Plant Materials. Center was finalized on April 14, 2002. The Cooperative Agreement
transfers $300,000 to the State of Alaska Plant Materials Center to prepare a U.S.
Cold Region Plant Materials Evaluation Network Project Plan. The Cold Regions
Evaluation Network will benefit all cold regions researchers and people attempting
to commercialize plants from geographic areas indigenous to regions North of 52 de-
grees North Latitude and equivalent vegetated regions in the Southern Hemisphere
(South of 52 degrees South Latitude).

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Cost
Share agreements for the total amount are allocated. Disbursements for the obli-
gated funds will occur in fiscal year 2002 and 2003.

State: Alaska

Funds: CO-46, $350,000

Project: Native Plant Materials Evaluation and Developing

Progress/Status: Cooperative Agreement between the USDA Natural Resources
Conservation Service and the Alaska Department of Natural Resources Plant Mate-
rials Center was finalized on April 8, 2002. The Cooperative Agreement supplement
is a revision to the existing Cooperative Agreement signed in April 1999 for evalu-
ating and increasing native plant materials in Alaska. To assure consistent program
direction, an advisory committee has been formed. As the program is developing, the
committee expects to have commercial seed producers throughout the State. The
Agreement transfers $350,000 to the State of Alaska Plant Materials Center for Na-
tive Plant Materials Evaluation and Development.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Dis-
bursements for the obligated funds will occur in fiscal years 2002 through 2005.

Arkansas

State: Arkansas

Funds: CO-01, $2,750,000

Project: National Water Management Center

Progress/Status: National Water Center is accomplishing assigned items in na-
tional and local business plan.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All
funds will be obligated by September 30, 2002.

State: Arkansas
Funds: CO-01, No funds allocated to this project.
Project: Phase 2 of the Kuhn Bayou Project
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Progress/Status: NRCS staff is 75 percent complete on the designs, plans, and
specifications for Phase II with a scheduled completion date of August 1, 2002.
Phase II contract will complete the main delivery system and the distribution sys-
tem that will provide irrigation water to 14,000 acres of cropland and winter water
for a wildlife management area. NRCS staff also inspected and administered the
contract for Phase IA which was completed on February 7, 2002, at a final cost of
$947,623.90. Phase IA contract was for the installation of a portion of the main de-
livery system. Funds were made available for Phase IA through a CO-01 earmark
in fiscal year 2000.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: No fund-
ing was allocated for this project in fiscal year 2002.

State: Arkansas

Funds CO-01; $375,000

Project: Little Red River Irrigation Project

Progress/Status: This project will provide water for 34,400 acres of cropland and
a large portion of the cropland will be flooded in the fall and winter for waterfowl
and other migratory birds. In 2001, NRCS provided technical assistance to the Irri-
gation District and the U.S. Army Corps of Engineers in conducting a reconnais-
sance-type study of the diversion project. The Corps completed work on the first
phase in 2001. Work on the second phase began in 2001 and will be completed early
in calendar year 2002. NRCS will use the Corps’ work as it begins to develop a
project plan and an environmental impact statement. NRCS has dedicated 1089
staff days for the planning process in fiscal year 2002. The plan/EIS will be com-
pleted in fiscal year 2003.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: No
funds will be disbursed after September 30, 2002.

State: Arkansas

Funds: CO-01, $150,000

Project: Upper Petit Jean Watershed Project

Progress/Status: NRCS will use the fiscal 2002 appropriation to prepare a generic
(program neutral) plan and environmental assessment for this project. The project
plan will add municipal and industrial water supply to an existing Public Law 566
planned single purpose structure. This water supply will provide additional water
for Waldron and Booneville, and other rural water districts in Arkansas. NRCS has
provided planning and other technical assistance information to the sponsor and
their consultant in fiscal 2001 and 2002. The consultant has prepared a feasibility
study that estimated the total cost of the project of approximately $15.2 million. Due
to NRCS’ and the consultant’s planning efforts this fiscal year; the revised project
cost is $21.3 million.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: No
funds will be disbursed after September 30, 2002.

State: Arkansas

Funds: CO-01, $150,000

Project: Walnut Bayou Irrigation Project

Progress/Status: NRCS will use the fiscal year 2002 appropriation to complete a
generic (program neutral) plan and environmental assessment and the design of
Phase I for this project. NRCS prepared a natural resource plan in fisca year 2001
with funds provided by the State of Arkansas through the Arkansas Soil and Water
Conservation Commission. That plan documented the feasibility of providing irriga-
tion water from the Red River delivered through a pump station and pipeline to
?Na(linut Bayou. The project will provide water to 30,000 potentially irrigated crop-
and.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: No
funds will be disbursed after September 30, 2002.

Arizona

State: Arizona/New Mexico

Funds: CO-01, $300,000

Project: Southwest Strategy

Progress/Status: Conducted Federal and State employee streamlining ESA process
training sessions; Completed Section 7 consultations for the Programmatic Fire Re-
lated activities, formed agency issue resolution teams for addressing Section 7 con-
sultation issues; Held Fire Risk Reduction and Recovery Workshops; Conducting
monthly interagency briefings on Fire issues; Developed a national contract to train
tribal and rural citizens to work on fire fighting and restoration and fuel reduction;
Completed “A Guide to the Laws and Terminology of Federal Land Management;
Co-sponsored Coordinated Resource Management (CRM) workshops with NM Asso-
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ciation of Conservation Districts; Developed an interagency Rangeland Monitoring
Handbook and Training Program for NM; Providing assistance to the current AZ
CRM Monitoring efforts; Provided intergovernmental coordination on noxious weed
management activities (inventory, mapping and public awareness); Sponsored a
Tribal Lands and People Summit and Tour for Federal and Tribal leadership;
Hosted the Farm Policy Listening Session for tribal government and members;
Sponsored interdepartmental Cultural Resource & Law Enforcement Training ses-
sion; Completed Biological Synthesis along the United States/Mexico border; and
currently providing leadership, guidance and coordination through a partnership ef-
fort (Federal, State, tribal and local governments, local stakeholders and conserva-
tion districts) in addressing emergency Drought response and activities in the
Southwest.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
projects and activities will be completed prior to September 30, 2002.

California

State: California

Funds: CO-01, $600,000

Project: Monterey Bay Sanctuary

Progress/Status: The NRCS Rural Roads Engineer started work on March 11. The
NRCS Rangeland Mgmt. Specialist position will be advertised in May. The Agri-
culture Plan Implementation Committee will finalize the partnership agreement
funds ($80,000) during the third quarter. NRCS staff completed curriculum develop-
ment (fact sheets, self-assessment sheets, slide presentations) together with UCCE
for Farm Water Quality Planning Short Courses & a course was held for farmers
in San Benito County. Practice effectiveness field trials are underway for row ar-
rangement and vineyard cover cropping by NRCS, UCCE, RCD and other partners.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Partner
Agreements: $116,000

State: California

Funds: CO-02, $350,000

Project: Lake Tahoe Basin

Progress/Status: Implementation of the Backyard Conservation Program with over
100 Site Evaluations on private home sites conducted between October 1 and No-
vember 15, 2001. Staff is currently previewing 2001 progress and developing new
program needs and objectives for 2002 field season. Soil Survey—Field work on
20,000 acres (private lands) completed.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Soils
Survey will need to be published.

State: California

Funds: CO-01, $375,000

Project: Agriculture Enhancement

Progress/Status: Alameda County: A Cooperative Agreement with the Alameda
County Resource Conservation District is being developed for items within the Ag.
Enterprise Plan. Funding will also be used to hire an NRCS Soil Conservationist
and Ecologist. Contra Costa County: A Cooperative Agreement was signed with the
Contra Costa Resource Conservation District for two major tasks: completing and
publishing the Marsh Creek Watershed Plan and implementing high priority
projects in the Alhambra Creek Watershed Plan.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Partner
agreement (Contra Costa): $55,000, Partner Agreement (Alameda): $97,500.

Delaware

State: Delaware

Funds: CO-46, $290,000

Project: Expand cooperative efforts with DE State University for Plant materials
program.

Progress/Status: An agreement with Delaware State University and the Natural
Resources Conservation Service has been obligated in the amount of $290,000.00 to
support the research efforts of the Claude Phillips Herbarium.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All obli-
gations will be completed prior to September 30, 2002.

Florida

State: Florida
Funds: CO-01, $5.0 million
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Project: Creation and Implementation of pilot projects for innovative technology
systems to treat waste and wastewater generated by confined animal feeding oper-
ations.

Progress/Status: NRCS entered into a Working Agreement with Farm Pilot
Project Coordination, Inc. (FPPC) on January 30, 2002. FPPC has developed a Plan
of Work and budget for the innovative technology projects. FPPC has submitted a
draft Request for Proposal (RFP) for review by NRCS. Two hundred thousand dol-
lars was provided to FPPC as start up costs to begin implementation of the project.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
working agreement is for 3 years. It is anticipated $3.5 million will be disbursed
after September 30, 2002.

State: Florida

Funds: CO-01, $500,000

Project: Coop agreement with Manatee Ag Water Reuse System Project.

Progress/Status: FL-NRCS is in the process of writing an agreement with Florida
West Coast RC&D to develop a project plan. The plan will devise a method to rate
potential users and determine the steps necessary to begin the hook-ups from trans-
mission lines to user’s pumps.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The re-
maining dollars will be used to begin individual user hook ups. The $500,000 will
be spent by December 30, 2002.

Georgia

State: Georgia

Funds: CO-01, $1,100,000

Project: Cooperative agreement with Georgia Soil and Water Conservation Com-
mission

Progress/Status: NRCS has signed a grant agreement that transfers $935,000 to
the State of Georgia Soil and Water Conservation Commission (SWCC). The grant
agreement work plan states that the SWCC will provide accelerated assistance on
surface water irrigation supplies in the project area. Surface water structures and
irrigation system enhancements will be installed on these farms. NRCS is providing
technical assistance to plan and design these structures. Planning will be completed
in fiscal year 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The in-
stallation of all conservation practices will be completed by September 30, 2003.

State: Georgia

Fund: CO-01; $500,000

Project: Georgia Agricultural Water Conservation Initiative

Progress/Status: Water Conservation District ($250,000), Middle South Georgia
Soil and Water Conservation District ($150,000), and the Georgia Association of
Conservation Districts ($25,000). The grant agreement work plans state that the
Soil and Water Conservation Districts will provide accelerated assistance on re-
source management systems to enhance irrigation efficiencies in the project area.
Surface water structures, irrigation system enhancements and water conserving
conservation practices will be installed on these farms. Georgia Association of Con-
servation Districts will provide educational and information support to the overall
project. NRCS is providing technical assistance to plan and design the conservation
practices. Planning will be completed in fiscal year 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The in-
stallation of all conservation practices will be completed by September 30, 2004.

Hawaii

State: Hawaii

Fund: CO-46; $250,000

Project: Molokai Agriculture Community Committee

Progress/Status: On April 11, 2002, NRCS sent a letter to the Tri-Isle RC&D
Council, Inc. informing the council that additional funding in the amount of
$250,000 is available for fiscal year 2002. Upon receipt of the council’s acceptance,
the total amount for this Molokai Agricultural Development Program will be
$1,005,298.44. There are a total of 11 projects that are ongoing, which include, but
are not limited to, farming (e.g., organic sweet potatoes), composting, noni proc-
essing, community kitchens, promotion of taro as a crop, working with the Maui
Community College (Molokai) training grantees on agricultural courses, etc. It is an-
ticipated that ten additional projects (e.g., hydroponics, promotion of Coffees of Ha-
waii, fruit farm expansion, etc.) will be developed by grantees with the fiscal year
2002 funding.
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Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The co-
operative agreement will be extended prior to September 30, 2002, to accommodate
grantees in completing their projects. Fiscal year 2002 funds will be disbursed to
the Tri-Isle RC&D Council, Inc. as projects progress or are completed during fiscal
year 2003.

State: Hawaii

Fund: CO-46; $20,000

Project: Alien Weed Pests

Progress/Status: The Garden Island RC&D Council has submitted the “Proposal
for the Kaua’i Invasive Species Committee” to NRCS. NRCS is currently reviewing
the proposal and will award a noncompetitive discretionary grant agreement. The
goal of the grant agreement is to promote and maintain a healthy and diverse forest
environment by identifying and controlling alien and invasive species.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The pro-
posed grant agreement will be extended prior to September 30, 2002 to accommo-
date the project. Fiscal year 2002 funds will be disbursed to the Garden Island
RC&D Council as the project progresses with a completion date of June 2003.

State: Hawaii

Funds: CO-46, $300,000

Project: PMC for Native Plants to Clean Up the Island of Kahoolawe

Progress/Status: The Hawaii Plant Materials Program continues to increase pro-
duction of native plant seeds for the island of Kahoolawe. Native seeds are being
delivered to the island of Kaho’olawe in coordination with the Kaho’olawe Island Re-
serve Commission (KIRC). Twenty acres at the PMC are being developed for native
seed production fields, eight acres of which are currently planted to four species of
native grasses and shrubs. The NRCS Plant Material Program will be acquiring a
plant specialist to assist in Kaho'olawe revegetation efforts.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: None

Idaho

State: Idaho

Funds: CO-01, $200,000

Project: Idaho OnePlan

Progress/Status: Computer programmers are continuing to work on the nutrient
management module. Comprehensive business requirements are being developed in
cooperation with NRCS Information Technology Center (ITC) in Fort Collins, Colo-
rado. The nutrient management module is scheduled for completion in 4 weeks. The
conservation planning module is scheduled to be completed by September 1, 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Testing
within the FifteenMile Creek Watershed is targeted from September to December
2002.

State: Idaho

Funds: CO-01, $500,000

Project: Little Wood River Irrigation District Gravity Pressure Delivery System

Progress/Status: The project will convert the current open canal gravity delivery
system to a closed gravity pressurized system. The project will eliminate 4.3 mw of
power usage, increase water savings by 30 percent on irrigated cropland, and elimi-
nate the need for potable water use for city landscape watering. A scoping meeting
has been held and a Plan of Work has been developed. NRCS has detailed a full-
time employee to serve as the project coordinator. Development of an Environmental
Impact Statement (EIS) is underway and the public notice has been placed in the
Federal Register.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Feasi-
bility Study will be completed by June 2003.

State: Idaho

Funds: CO-01, $500,000

Project: Irrigation Vicinity of Minidoka

Progress/Status: Funds are used to assist land users to convert from surface irri-
gation to sprinkler irrigation due to the closing of injection wells by the Bureau of
Reclamation. The injection wells dispose of tail water from the surface irrigation,
which is a direct conduit to groundwater. Cooperative agreement has been signed
with the Minidoka Soil & Water Conservation District to provide pass-through dol-
lars to develop long-term contracts with land users and the Administration of the
contracts. Funds will be obligated by September 2002.
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Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The in-
stallation of all planned conservation practices and management items will be com-
pleted by September 2005.

Illinois

State: Illinois

Project: Trees Forever Program

Funding: CO-01; $100,000

Progress/Status: Developing an Agreement to transfer funds.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Antici-
pate completion and obligation of funds by May 1, 2002.

State: Illinois

Project: Conservation Measures in the Illinois River Basin (EQIP)

Funding: EQIP; $600,000

Progress/Status: EQIP funds have been obligated to Priority Areas within the Illi-
nois River Basin. All of the $600,000 will be utilized.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All
funds will be expended by September 30, 2002.

State: Illinois

Project: Illinois River Basin

Funding: CO-01; $50,000

Progress/Status: NRCS field staff will continue to provide planning assistance
throughout several local resource planning activities in the basin.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All
funds will be expended by September 30, 2002.

State: Illinois

Project: Embarrass River Watershed and Shad Lake

Funding: CO-01; $100,000

Progress/Status: NRCS has and continues to provide planning and engineering as-
sistance to various groups and landowners throughout the watersheds.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All
funds will be expended by September 30, 2002.

State: Illinois

Project: Glen Shoals Lake

Funding: CO-01; $50,000

Progress/Status: NRCS has and continues to provide planning and engineering as-
sistance in the watershed.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Antici-
pate funds to be expended by September 30, 2002.

Indiana

State: Indiana

Funds: CO-01, $50,000

Project: Source Water Protection Initiative

Progress/Status: Public meetings have been held to obtain public input. NRCS is
working with AIRS to develop a study to compare two watersheds. One watershed
will implement Best Management Practices; the other watershed will not. A water
monitoring site will be set up in each watershed for comparison. A GS-9 soil con-
servationist will be hired to provide technical assistance.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The soil
conservationist will be hired for a 1 year period starting in May 2002 and ending
in May 2003.

Towa

State: Iowa

Funds: CO-01, $800,000

Project: Hungry Canyons & Loess Hills Erosion Control—Western Iowa

Progress/Status: Projects have been identified and screened by the Hungry Can-
yons Alliance. A grant agreement is being developed to cover ten selected projects.
Dollars will be obligated by June 7, 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Con-
struction on selected projects will begin during the summer of 2002 and carry over
into 2003.

State: Iowa
Funds: CO-01, $100,000
Project: Trees Forever Conservation Buffer Promotion
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Progress/Status: A cooperative agreement has been executed with Trees Forever.
The agreement includes a schedule of conservation buffer promotion activities and
products to be accomplished by Trees Forever.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Celebra-
tion and recognition events will be completed during the fall of 2002.

State: Iowa

Funds: CO-01, $300,000

Project: Implement CEMSA with Iowa Soybean Association

Progress/Status: A draft cooperative agreement for $300,000 with the Iowa Soy-
bean Association and the National Pork Producers Council has been developed.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Work
products will be scheduled and completed, and payments will be disbursed during
both fiscal year 2002 and fiscal year 2003.

State: Iowa

Funds: CO-01, $100,000

Project: Cooperative Agreement with TIAER for a Watershed Management and
Demonstration Project

Progress/Status: A draft cooperative agreement for $100,000 with TIAER for a
Watershed Management and Demonstration Project has been developed.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Work
products will be scheduled and completed, and payments will be disbursed during
both fiscal year 2002 and fiscal year 2003.

Kentucky

State: Kentuck;

Fund: CO-01; $1,700,000

Project: Soil Erosion Cost Share Program

Progress/Status: NRCS serviced 3,200 applications for KY’s State cost share pro-
gram for the installation of conservation practices such as waste storage structures,
heavy use area protection, and various erosion control practices. These requests to-
taled $37 million; however, it appears that approximately $10,350,000 will be appro-
priated by the State legislature from general revenue funds and KY’s share of the
Phase I Tobacco Settlement funds. This is a tremendous Partnership effort and pro-
vides an important program to the agricultural landowners in Kentucky to address
nonpoint source pollution concerns on farms and ranches.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: NRCS
will be asked to design, inspect and certify conservation practice implementation on
those farms approved for State cost share.

State: Kentucky

Fund: FPP; $720,000

Project: Homeplace Farm Purchase

Progress/Status: The earmark is for NRCS to assist The Homeplace on Green
River Incorporated or a local government entity in the Taylor, Green, or Adair
County(s) to purchase a farm of approximately 230 acres. The farm will be protected
from encroaching development and will be used as an educational site to display ac-
tive farming techniques. The Nature Conservancy has agreed to hold the conserva-
tion easement for the property. The property has been surveyed and an appraisal
is being conducted.

Fiscal year 2002 Obligations for disbursement after September 30, 2002: We an-
ticipate that the funds will be obligated by the end of the fiscal year.

State: Kentuck

Fund: CO-02; $700,000

Project: Soil Survey Program

—$40,000—Digital Map Finishing with NRCS—Tennessee

—$17,186—English Editor, WV State Office NRCS—MO-13

—$203,013—GPO/Photo  Mechanics, NRCS—National Cartographic = and
Geospacial Center, Ft. Worth, TX

—$28,450—NRCS—VA SSURGO, Certify Soil Surveys

—$15,000—Graves Co. Conservation District Compilation

—$8,752—Map Compilation, Private Contract, Bourbon and Nicholas Counties

—$4,900—Map Compilation, Private Contract, Clark County, Carlisle and Hick-
man Map Compilation not yet contracted

—$20,000—UGA/UT/UK Lab Assistance

Fiscal year 2002 Obligations for disbursement after September 30, 2002: We an-

ticipate that the funds will be obligated by the end of the fiscal year.
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Louisiana

State Louisiana

Fund: CO-01; $125,000

Project: Barataria-Terrebonne National Estuary Program (BTNEP)

Progress/Status: NRCS in Louisiana, as a member of the BTNEP Management
Committee, will continue to work on the implementation of the Comprehensive Con-
servation Management Plan (CCMP). NRCS has accelerated technical assistance for
the development and implementation of twenty-two Resource Management Plans
(RMS) on approximately 3,000 acres of cropland for participants in the Environ-
mental Quality Incentive Program (EQIP). Wetlands Enhancement has been applied
on over 9,000 acres within the Basin.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Over
5,800 acres of RMS conservation plans have been developed on cropland and 1,700
acres on grazing lands for fiscal year 2002.

State: Louisiana

Fund: CO-46; $344,000

Project: Golden Meadow Plant Material Center facility improvements and support
for on-going plant materials work

Progress/Status: NRCS has developed and awarded a contract for construction of
a metal building for cold storage. Within the next 30 days, NRCS will purchase,
through a GSA contract, a surface water irrigation pumping station and contractor
installation of the associated underground pipeline. A GSA contract will be utilized
to acquire and install the walk-in cooler.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All
works of improvement are scheduled to be completed by August 30, 2002. All items
in the business plan will be accomplished by September 30, 2002.

Maryland

State: Maryland

Fund: CO-01; $1,728,000

Project: Chesapeake Bay

Progress/Status: Implementation procedures for AFO/CAFO and CNMP in Mary-
land are on target. All DCs have received training courses for certified conservation
and nutrient management planning. We have CREP signup acres of 3,400 with
2,300 acres of buffers (46 percent of goals accomplished). Buffers and CREP are a
high priority in coordination with State and Federal partnerships. Nutrient manage-
ment plans have been applied on approximately 12,000 acres. Certified nutrient
management plans have been developed on 42 sites with 39 CNMPs applied. Update
of Sections I-IV of the FOTG is 60 percent complete.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: None

Massachusetts

State: MA, WI

Funds: CO-01, $300,000

Project: Conservation Programs Related to Cranberry Production

Progress/Status: NRCS has signed a Cooperative Agreement that obligates
$280,000 to the Plymouth County Conservation District and $20,000 to the Cape
Cod Cranberry Growers Association. The objective of this project is to provide cran-
berry growers with planning assistance and access to technologies, to conserve
water and other natural resources, evaluate their off-site impacts, mitigate environ-
mental problems, improve efficiencies and diversify their farms. The goal of the
project is complete farm plans on at least 225 farms.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Funds
will be obligated in contracts by September 30, 2002.

State: MA, NY, CT

Funds: CO-01, $100,000

Project: Nature Conservancy’s “Weed It Now” (WIN)

Progress/Status: The Nature Conservancy is currently making final review of
“Grant Agreement” materials prepared with NRCS. The Grant Agreement will
transfer $100,000 to The Nature Conservancy to carry out the first year of the
“Weed It Now” project. The purpose of the project is to eliminate six different exotic-
invasive weeds from specific areas (approximately 565 acres total) within the Berk-
shire Taconic Landscape, thereby helping to protect the value of the forests for wild-
life habitat, biodiversity and forest resources.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Phase
one work will be completed by 4/1/2002.
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Mississippi

State: Mississippi

Fund: CO-01; $1,500,000

Project: Franklin County

Project/Status: NRCS continues to work on the Franklin County Lake Project with
an estimated completion date of August 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
Franklin County Lake Project should be completed by February 2003.

State: Mississippi

Fund: EQIP; $1,560,000

Project: EQIP National Priority Area in Delta Region

Project/Status: The agency is in the final ranking stage for EQIP National Priority
Area in the Delta.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
funds for EQIP National Priority Area in the Delta will be obligated by September
2002.

State: Mississippi

Fund: CO-01; $750,000

Project: Miss Delta Resources Study

Project/Status: The study is complete and NRCS has developed a fiscal year 2002
agreement with the Yazoo Water Management District to develop plans and imple-
ment practices, identified in the study that will enhance the quantity of water avail-
able to farmers in the Mississippi Delta.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
plans and practices identified for fiscal year 2002 will be completed by September
2002.

State: Mississippi

Fund: CO-02; gO

Project: Proper classification and taxonomic characteristics of sharkey soils

Project/Status: Soil Scientist in NRCS continues with the study using allocated
funds to State.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: This
project is on-going.

State: Mississippi

Fund: CO-01; $1,300,000

Project: Delta Conservation Demonstration Center in Washington County

Project/Status: NRCS has entered into an agreement to provide funds to Wash-
ington County SWCD to implement activities planned for the Delta Conservation
Demonstration Center.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
scheduled activities will be completed by September 2002.

State: Mississippi

Fund: CO-01; $900,000

Project: Mill Creek Watershed

Project/Status: NRCS has entered into an agreement to provide funds to the City
of Magee to implement erosion control and flood control measures including vege-
tated buffers along the stream corridor.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
scheduled activities will be completed by July 2003.

State: Mississippi

Fund: CO-01; $250,000

Project: Squirrel Branch Drainage Project

Project/Status: NRCS has entered into an agreement with the City of Richland
to provide funds to complete the Squirrel Branch Drainage Project. This City of
Richland project is a carryover that was started in fiscal year 2001.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
Squirrel Branch Drainage Project will be completed by November 2002.

State: Mississippi

Fund: CO-01; $75,000

Project: Survey Chickasaway River

Project Status: NRCS will enter into an agreement with sponsors to provide them
funds to conduct a study of the feasibility of designating the Chickasaways River
in Southeast Mississippi.
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Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The Sur-
vey Chickasaway River project should be completed by September 2002.

State: Mississippi

Fund: CO-01; $475,000

Project: Cattle & nutrient management

Project/Status: NRCS has entered into an agreement with the Mississippi Soil and
Water Conservation Commission to provide funds to implement nutrient manage-
ment systems with landusers throughout the State.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The cat-
tle & nutrient management project will be completed by September 2002.

State: Mississippi

Fund: CO-01; $400,000

Project: Improve Drainage along Lyons Creek

Project/Status: NRCS has entered into an agreement with the Town of Taylors-
ville to provide funds to improve the Lyon Creek Drainage System.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
Lyons Creek project should be completed by November 2002.

State: Mississippi

Fund: CO-01; $175,000

Project: Cooperative agreement with Alcorn State University

Project/Status: NRCS has entered into an agreement with Alcorn State University
to provide the funds and technical assistance to analyze soil erosion and water qual-
ity needs in the area.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: This
project will be completed by November 2002.

State: Mississippi

Fund: CO—46; $275,000

Project: Jamie Whitten PMC

Project/Status: NRCS has been developing plans and designs to implement im-
provements at the PMC. The implementations should begin April 2002 and be com-
pleted by August 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: This
project will be completed by September 2002.

State: Mississippi

Fund: CO-01; $150,000

Project: Mallard Pointe

Project/Status: NRCS has entered into an agreement to provide funds to the
Madison County Board of Supervisors to implement erosion control and channel
bank protection at Mallard Pointe.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: This
project will be completed by November 2002.

State: Mississippi

Fund: CO-01; $75,000

Project: Choctaw County Impoundment Study

Project/Status: NRCS plan to enter into an agreement with the Choctaw County
Board of Supervisors to provide them funds to conduct a feasibility study pertaining
to the proposed surface impoundment structure.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: This
project will be completed by September 2002.

State: Mississippi

Funds: CO-01, $5,609,000

Project: Wildlife Management Institute

Progress/Status: National Water Center is accomplishing assigned items in na-
tional and local business plan. An agreement is being implemented to transfer
$3,000,000 to US Fish & Wildlife Foundation.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All
funds will be obligated by September 30, 2002.

Missouri

State: Missouri

Funds: CO-01, $20,000

Project: Upper White River Basin

Progress/Status: A report titled “Establishment of a USDA-NRCS Water Quality
Project Serving the Upper White River Basin in Missouri” has been completed. It
reflects input from various natural resources partners and captures budget projec-
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tions for staffing and support costs. Copies of the report have been forwarded to the
Chief of NRCS.
Fiscal year 2002 Obligations for Disbursement after September 30, 2002: None.

State: Missouri

Fund: CO-01; $50,000.00

Project: Source Water Protection Initiative

Progress/Status: NRCS is in process of signing an agreement with State agency
to complete agreed to work objectives.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All work
will be completed by July 2003.

Nebraska

State: Nebraska

Fund: CO-01; $345,900

Project: National Agroforestry Center

Progress/Status: $231,900 was transferred to the National Business Management
Center (NBMC) who provides all administrative support for the National Agro-
forestry Center (NAC). This transfer allows the NBMC to process all vouchers,
grants and agreements, travel and other expenditures for activities related to the
NAC. $114,000 is the allowance for Gary Wells in Nebraska for his salary and ex-
penses while working at the NAC. The USDA National Agroforestry Center (NAC)
had its origins in the 1990 Farm Bill. It began as a Forest Service effort in 1992
and expanded into a partnership with the Natural Resources Conservation Service
in 1995. NAC conducts research on how to design and install forested buffers to pro-
tect water quality and develops and delivers technology on a broad suite of agro-
forestry practices to natural resource professionals who directly assist landowners
and communities.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: $57,000
in salary and support costs has been spent for the employee in Nebraska, Gary
Wells, working at the NAC. The rest of the money is being spent at the NAC admin-
istered through the NBMC.

New Jersey

State: New Jersey

Funds: CO-01, $1 million

Project: State Cost Share Program

Progress/Status: Technical assistance has been provided in planning, estimating
costs and ranking of offers on 163 fiscal year 2002 applications. Ninety contracts
are currently being developed. Implementation is ongoing on over 100 prior year
con&racts. NRCS has hired additional staff (term employees) to meet this workload
need.

Fiscal year 2002 Obligations for Disbursement after September 2002: Technical
assistance will be offered in the implementation of contracts throughout fiscal year
2002.

New Mexico

State: New Mexico

Funds: CO-01, $150,000.

Project: Southwest Strategy

Progress/Status: The SW Strategy develops an annual plan of operations with
partnership input each year. Seventeen projects have been identified this year. Sev-
eral additional projects (5 to 7) not initially identified are also incorporated into the
plan and completed. Coordination between numerous partnerships continues.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All
funds will be obligated by September 30, 2002.

New York

State: New York

Funds: CO-01, $325,000

Project: Westchester County SWCD/Long Island Sound

Progress/Status: Negotiations have been completed with the Westchester County
SWCD and have led to an agreement to pass through $250,000.00 to the District
for projects to be completed to conserve and protect Long Island Sound. The remain-
ing $75,000.00 will be used by NRCS to provide technical assistance to the project.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: $0

State: New York
Funds: CO-01, $500,000
Project: Pastureland Management/Rotational Grazing
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Progress/Status: This earmark is more commonly referred to as Graze New York.
Cooperative Agreements are currently being negotiated to pass through approxi-
mately $325,000.00 to eight central New York Soil and Water Conservation Districts
to provide technical assistance for the planning and implementation of prescribed
grazing systems. The remaining $175,000.00 will be used to provide NRCS technical
assistance to the project.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: $0

State: New York

Funds: CO-01, $250,000

Project: Skaneateles and Owasco Watersheds

Progress/Status: Negotiations are currently underway with the Cayuga, Onondaga
and Tompkins County Soil and Water Conservation Districts to provide technical as-
sistance to plan and implement Best Management Practices in both watersheds. Ap-

roximately $130,000.00 will be passed through to the Districts with the remaining

§120,000.00 used to provide NRCS technical assistance to both projects.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: $0

State: New York

Funds: CO-01, $250,000

Project: Onondaga Lake Watershed NPS

Progress/Status: NRCS retains this funding in order to provide technical assist-
ance to the Onondaga Lake Watershed Project in Onondaga County. Our assistance
to the project supports the planning and implementation of Whole Farm Plans
throughout the watershed.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: $0

State: New York

Funds: CO-01, $300,000

Project: Beaver Swamp Brook

Progress/Status: Negotiations are currently underway with the City of Rye and
Village of Harrison which are developing their plans at this time. The entire
$300,000.00 will be passed through.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: $0

State: New York

Funds: CO-01, $200,000

Project: Computer Tools for NMP

Progress/Status: NRCS is working with David Galton, Professor, Dairy Manage-
ment at Cornell University who is developing a proposal for the refinement, integra-
tion and implementation of computer tools to improve nutrient management plan-
ning on dairy farms in New York.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: $0

State: New York

Funds: CO-01, $650,000

Project: Phase IT Watershed Ag. Council

Progress/Status: NRCS will use $570,000.00 for technical assistance to the NYC
Watershed Agricultural Program for the development and implementation of farm
plans in the NYC Watershed. The remaining $80,000.00 will be used for the stew-
ardship of easements in the NYC Watershed. Negotiations for developing the Coop-
%rativqlAgreement for this purpose are currently underway with the Watershed Ag.

ouncil.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: $0

State: New York

Funds: CO-01, $130,000

Project: Pace University

Progress/Status: A Cooperative Agreement has been developed with Pace Univer-
sity in order for them to promote sustainable growth and protection of soil and
water resources. The entire $130,000.00 will be passed through to Pace University.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: $0

State: New York/Pennsylvania

Funds: CO-01, $204,000

Project: American Heritage Rivers

Progress/Status: NY received $90,000 and PA received $104,000 for technical as-
sistance for river navigator positions in the two States.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: $0

North Carolina
State: North Carolina
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Funds: CO-01, $50,000.00

Project: Dairy Cattle Manure Evaluation.

Progress/Status: Report in progress.

Fiscal year 2002 Obligation for Disbursement after September 30, 2002: Funds
are expected to be obligated by September 30, 2002.

North Dakota

State: North Dakota

Funds: CO-01, $700,000

Project: Red River Basin Flood Prevention Project

Progress/Status: A grant agreement to begin the flood prevention study was
signed with the University Of North Dakota, Energy & Environmental Research
Center for $700,000 on April 3, 2002. The objective of the study is to establish a
program to evaluate the feasibility of utilizing existing infrastructure in a system-
atic way for temporary storage of flood water in the Red River Basin.

Fiscal year 2002 Obligations for Disbursement after 9/30/02: Anticipate that
$300,000 will be disbursed after 9/30/02.
Ohio

State: Ohio

Fund: CO-01; $1,000,000.00

Project: Maumee Watershed Hydrological Study and Flood Mitigation Plan

Progress/Status: Funding will be used for land treatment and technical assistance
using multiyear contracts. This assistance will enhance partner funding from the
Army Corp of Engineers that has been made available to five local conservation dis-
tricts for upland treatment.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Funds
will be obligated according to the plan developed by the local working group.

State: Ohio

Fund: CO-01; $50,000.00

Project: Urban Encroachment on Rural Acres

Progress/Status: NRCS has an agreement with the Fulton County Planning Com-
mission to gather landuse data and produce GIS products. Currently, work is being
done on survey development; actual survey is to be completed in September 2002.
The data will be utilized to identify land cover/use, environmentally significant
areas, agricultural significance, ground water information, and suitability for devel-
opment.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Prelimi-
nary maps are to be developed by November 2002 with the final map products and
presentation to be completed by October 2003.

State: Ohio

Fund: CO-01; $1,250,000.00

Project: Great Lakes Basin Program

Progress/Status: The basin program supports a competitive annual grants pro-
gram that funds several types of erosion and sedimentation control projects. Grant
applications were reviewed and applicants notified of their application status by the
Great Lakes Commission.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All fund-
ing was transferred to the Great Lakes Commission on March 21, 2002.

State: Ohio

Fund: CO-01; $50,000.00

Project: Source Water Protection Initiative

Progress/Status: This funding will increase planning efforts in the Upper Big Wal-
nut Creek watershed. A nationally recognized CREP program has been initiated in
this watershed. This 13 million-dollar local, State, and Federal partnership is work-
ing to protect the drinking water for nearly 600,000 people.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Funds
will be obligated according to the developed plan.

Oregon

State: Oregon

Funds: CO—46, $325,000

Project: Oregon Garden Foundation

Progress/Status: The NRCS is developing an amendment to the fiscal year 2001
cooperative agreement that transfers funding to the Oregon Garden Foundation.
The cooperative agreement work plan submitted by Oregon Garden on April 4, 2002
states that the funds will be used to pay salaries and expenses for 10 individuals
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to support improvement of the wetlands on site and provide interpretive signage,
literature, and other educational opportunities that enhance visitor understanding
of wetland ecology.

Fiscal year 2002 Obligations for Disbursements after September 30, 2002: The
Federal contract will be completed December 31, 2003.

State: Oregon

Funds: CO-46, $125,000

Project: Advanced Wetland Plant Research—dJackson Bottom Wetland Preserve

Progress/Status: NRCS is finalizing an agreement that transfers funding to test
and evaluate wetland and upland edge enhancement techniques in 10 studies plots
designated around the perimeter of the education center. The NRCS plant materials
specialist is serving as a project advisor to establish enhancement goals and set suc-
cess criteria.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The Fed-
eral contract will be completed September 30, 2004.

State: Oregon

Funds: EQIP, $250,000; CO-01, $250,000

Project: Klamath Basin Accelerated Planning and Implementation Assistance

Progress/Status: NRCS is currently assisting the Oregon Klamath Soil and Water
Conservation District and California’s Lava Beds/Butte Valley Resources Conserva-
tion District to develop a natural resources plan that will address Klamath Basin
natural resources issues. These two districts have established a local Steering Group
and will be soliciting additional stakeholder participation. The planning process will
initially focus on delivery of accelerated EQIP financial assistance. In the longer
term the planning process will need to adapt to different planning scales such as
the Upper and Lower Klamath Basin, sub-watersheds of these basins, irrigation dis-
tricts, and individual farms. NRCS will focus its assistance efforts at the sub-water-
shed and individual farm scale. Complexity of this planning effort is compounded
by the interaction of the Klamath Basin Project Area, The Endangered Species Act,
and Tribal concerns with the demands on limited water resources in the Klamath
Basin. The planning and implementation effort will be a long-term project with an-
ticipated benefits to be derived when landowners/operators implement conservation
systems to improve water management—quality and quantity; improve wildlife
habitat for aquatic and upland wildlife; restore wetland to improve water quality
and improve/increase wildlife habitat; and improve grazing land management. Im-
plementation will lead to improved Klamath Basin watershed health with related
improvement in hydrologic condition.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All
EQIP financial assistance funding will be awarded to private landowners before
September 30, 2002. Related EQIP technical assistance will be utilized well before
the end of this fiscal year. All CO-01 funding technical assistance funding will be
utilized before the end of this fiscal year.

Pennsylvania

State: Pennsylvania

Fund: CO-01; $1,338,000

Project: Chesapeake Bay Program

Progress/Status: NRCS has provided planning, me&E, design and construction
quality assurance to farmers in the Chesapeake Bay area in cooperation with the
local Conservation District. This accelerated technical assistance was provided to
mariage nutrients, reduce erosion, eliminate runoff from barnyards, and improve soil
quality.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The de-
sign and installation of planned conservation practices will continue through fiscal
year 2003. Technical assistance will be necessary to fulfil the contracts signed with
landowners to install conservation practices in their CBP contract. These contracts
may have planned practices for up to 3 years. Payments will need to be processed
to the landowners.

Puerto Rico

State: Puerto Rico

Funds: CO-01, $150,000

Project: Digitization and Certification of all published soil surveys

Progress/Status: Three of six published soil surveys in Puerto Rico, are digitized
and SSURGO certified. Two have been compiled and in process of digitizing. These
two soil surveys are in schedule to be digitized and SSURGO certified before the
end of the fiscal year 2001. Digital Soil Survey CD products will be prepared for
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each one of these five published Soil Surveys. Only one, the Humacao Area Soil Sur-
vey, is pending because Digital Orthophotography Quadrangles (DOQ’s) are not
available.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
digitizing, certification and digital CD products of all published soil surveys (except
for Humacao Soil Survey) will be completed by September 30, 2003.

Rhode Island

State: Rhode Island

Fund: CO-01; $250,000

Project: Jamestown Water Supply and Wetland Restoration Project

Progress/Status: NRCS has drafted a cooperative agreement that transfers
$225,000 to the town of Jamestown, RI. The Town will develop a proposed budget,
certify that the real property right and permits have been obtained, assure compli-
ance with NHPA, ensure the wetlands are restored and/or protected, provide engi-
neering designs and as built drawings, construct the system connector and assume
operations and maintenance of the project. NRCS is reviewing the engineering de-
signs, conducting inspections during project installation, providing technical assist-
ance in ensuring the protection of the wetlands. Town officials expect to sign the
agreement by April 30, 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
project installation will be completed by December 31, 2002.

South Carolina

State: South Carolina

Fund: CO-01; $600,000

Project: Natural Resources Conservation Decision Support System

Progress/Status: NRCS has amended the existing cooperative agreement to trans-
fer $450,000 to the University of South Carolina for fiscal year 2002 activities. The
cooperative agreement work plan states that the Earth Sciences and Resources In-
stitute of the University (ESRI-USC) will continue the development and improve-
ment of GIS-based conservation planning and prioritization tools. Current tools de-
veloped under prior funding include: (1) AFOWizard, a compliance-oriented, site spe-
cific, nutrient management tool; (2) CRPWizard, a CRP site prioritization tool based
on the Environmental Benefits Index; and (3) PriorityWizard, a watershed
prioritization tool. The fiscal year 2002 scope of work includes: (1) Expedite and im-
prove the comprehensive nutrient management planning process with the use of
AFOWizard; (2) Use spatial analysis to solve current field problems and to address
new challenges that may arise from the upcoming Farm Bill; (3) Use web-based ap-
plications to better serve and reach NRCS customers; and (4) Provide technical sup-
port for ESRI-USC-developed applications. Focus of the effort will be on NRCS SC
needs. The ESRI-USC team is available to consult with other States. NRCS is pro-
viding technical specialists from both field and state office levels.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: None

State: South Carolina

Fund: CO-01; $550,000

Project: Changing Land Use and the Environment (CLUE)

Progress/Status: NRCS has amended the cooperative agreement to transfer
$412,500 to Clemson University for fiscal year 2002 activities. The objective of this
research program is to develop a knowledge base to understand the impact of land
use changes on the environment. Results of this research will provide quantitative
answers to questions posed by stakeholders, policy and decision-makers, developers,
and planners concerning land use alternatives. The project has six objectives: (1)
Characterize water quality and quantity before, during, and after land use change;
(2) Evaluate efficacy of installed best management practices (BMP’s) and compare
this efficacy with reported values and model predictions; (3) Establish a comprehen-
sive water quality monitoring program in two subwatersheds (one developed and an-
other undergoing development) to characterize changes in storm water and receiving
water quality as a function of land use; (4) Analyze the determinants of the current
use of land-converting techniques, some of which may be BMP’s; (5) Analyze the cost
effectiveness of currently used and proposed BMP’s; and (6) Collaborate with exist-
ing outreach programs to insure that the knowledge learned in this research is
translated to the general public who have questions regarding changing land use.
The fiscal year 2002 funding will be used to continue work on tasks begun in fiscal
year 2001 and to initiate work on objectives not previously funded. Focus will be
on completing installation of remaining instrumentation, field data collection and
analysis, laboratory analyses of water samples, analysis and preliminary conclu-
sions, and technology transfer.
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Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Data col-
lection and analyses following storm events are expected to extend beyond Sep-
tember 30, 2002, since these are weather dependent. This will extend the project
completion date beyond fiscal year 2002.

Tennessee

State: Tennessee

Fund: FIP; $250,000

Project: Damage to Forest Health from Southern Pine Beetle

Progress/Status: NRCS-TN is currently in negotiations with the Tennessee De-
partment of Forestry to utilize the funding to provide financial assistance to land-
owners, as a supplement to the TN Dept. of Forestry, Southern Pine Beetle Pro-
gram, to establish new stands of pines with proper spacing to resist the pine beetle
infestation. Subject to agreement, stands will be established on cut-over hardwood
%o‘cs1 to disperse the pines to areas not previously infested with the Southern Pine

eetle.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
plantings and financial assistance will be completed by May 30, 2003.

Texas

State: Texas

Fund: CO-01; $500,000

Project: Facilitate water conservation and efficient irrigation activities in the
Bexar, Medina, Uvalde Counties of Edwards Aquifer.

Progress/Status: Texas received a $500,000 earmark located in Congressional Dis-
trict 23 to facilitate water conservation and efficient irrigation activities in the Ed-
wards Aquifer Area in Bexar, Medina and Uvalde Counties. To date, the irrigation
water management plan has been developed and 60 percent of the staffing has been
completed. The remaining 40 percent of the Irrigation Team staffing have been se-
lected and will be in place by June 2, 2002. Equipment purchases are currently
being made for implementing the water conservation activities.

The funding will be used to establish an Irrigation Team responsible for evalu-
ating existing irrigation systems, recommending installation of more efficient sys-
tems and improved irrigation water management, outreach activities and developing
cost-share contracts in the area through the Environmental Quality Incentives Pro-
gram (EQIP) and the Bexar-Medina-Atascosa (BMA) Public Law 566 Program.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All dol-
lars will be dispersed by September 30, 2002.

State: Texas

Fund: CO-01; $3,000,000

Project: Field Office telecommunication pilot project in West Texas

Progress/Status:

—Interagency planning meeting was completed in December

—Information Technology Center, Fort Collins, was involved in the December
meeting

—A detailed plan for implementation has been drafted.

—Starting to purchase telecommunications equipment

—Installing T-1 lines or upgrading frame relay in 31 service centers

—A telecommunications contractor has been selected and additional telecommuni-
cations equipment will be purchased based on the contractor’s assessment and
recommendations

—Based on a field trip, it has become apparent training is a high priority and
steps are underway to implement interagency computer software training. This
may be a model for future agency training.

—Based on interagency planning meeting and field trip, the telecommunication
project will encompass innovative means of improving service to our customers.
The process is underway to identify, develop, and test new telecommunications
application services with customers and agency personnel.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All

funds will be obligated by September 30, 2002.

State: Texas

Funds: CO-01, $300,000

Project: TTAER Demonstration Project

Progress/Status: NRCS has a draft cooperative agreement prepared and is negoti-
ating with Texas Institute of Applied Environmental Research (TIAER) to finalize
project deliverables and responsibilities. NRCS-Texas will submit complete agree-
ment draft to Animal Husbandry & Clean Water Programs Division for review.
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NRCS-Texas will transfer $300,000 of the earmark to NRCS-Iowa the National Pork
Producers Council and the Iowa Soybean Association for their demonstration
project. The utilization of mircowatershed planning and third-party certification of
CNMP’s has potential to demonstrate a new approach for addressing water quality
issues in agricultural communities.

Fiscal year 2002 Obligations for Disbursement after June 2003: The activities set
forth the cooperative agreement and work plan will be completed by May 31, 2003.

State: Texas

Funds: CO-01, $100,000

Project: TTAER Demonstration Project

Progress/Status: NRCS has utilized staff time to develop a draft cooperative
agreement and conduct meetings with the Texas Institute of Applied Environmental
Research (TTIAER). On site meetings between staff have supported the development
of the draft agreement and work plan for the project. NRCS-Texas has expended 50
percent of the funds to support agreement development and project deliverables.
NRCS-Texas will work with the Animal Husbandry & Clean Water Programs Divi-
sion to coordinate with NRCS staff in Iowa to formalize consistent and comparable
agreements for the demonstration projects.

Fiscal year 2002 Obligations for Disbursement after June 2003: The funds will be
utilized throughout the fiscal year to cover staff time and expenses to support the
demonstration project, work with TIAER, and provide staff resources as agreed. All
funds shall be expended by the close of the 2002 fiscal year.

State: Texas

Fund: CO-46; $568,000.00

Project: Texas Plant Materials Centers

Progress/Status: fiscal year 2002 funding to the Texas Plant Materials Centers
(PMCs) was specified to be not less than the fiscal year 2001 level. Texas received
$568,000, the same as fiscal year 2001, which was distributed as usual among the
three PMCs in the State.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All
planned activities for 2002 will be completed by September 30, 2002.

Utah

State: Utah

Fund: CO-01; $125,000

Project Name: AFO/CAFO

Progress/Status: Utah State legislature was trying to add $400,000 to the
$125,000 as was done in fiscal year 2001. The legislature did not pass the additional
$400,000. Last year, there was a ranking criteria that determined who what get
what dollars. Due to the legislation not passing, the Utah Department of Agri-
culture and Food (UDAF), is now re-doing the criteria. When the criteria are com-
pleted . . . . a contract will be initiated.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: A con-
tract between UDAF and NRCS for the $125,000 is expected to be signed by May
15.

Vermont

State: Vermont

Fund: CO-01; $300,000

Project: Alternative Manure Management Technology

Progress/Status: NRCS has not signed any agreements at this time, but the funds
will be obligated for several activities and projects. An existing agreement to hire
an Alternative Manure Management Coordinator will be amended to continue
through 2003; an agreement to continue with Super Soil Inc., (a system that deliv-
ers electricity to manure to change odor and nutrient properties). Potential new
projects include installing a milkhouse wastewater system that flocculates out solids
ichat can be treated separate from liquids; and converting animal waste into fuel pel-
ets.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Depend-
ing on how the work plan schedules are written, most of the fiscal year 2002 Ear-
mark could be disbursed in fiscal year 2003.

Virginia

State: Virginia

Funds: CO-01, $1,404,000

Project: Chesapeake Bay Program

Project Status: $1.4 million in Chesapeake Bay funds are earmarked in the fiscal
year 2002 budget for NRCS in Virginia. These funds support a total of 19 NRCS



117

staff years within the watershed. Included in that number, 2 civil engineering tech-
nician positions have been filled. These positions provide detailed conservation prac-
tice layout, design, and training assistance to numerous NRCS and Soil and Water
Conservation District (SWCD) employees within the drainage area of the Bay. In
general, our employees provide resource data and technical advice to help counties
and soil and water conservation districts identify buffer and wetland protection
areas as part of the tributary strategy’s process. We provide training and assistance
on conservation planning and resource management/protection to public and private
landowners and managers. NRCS service center staff work with SWCDs in carrying
out education activities, analyzing workload and developing a means to improve nat-
ural resource conditions. The next step is to track and measure progress. Most
NRCS staff time is spent helping landowners plan, layout, design, and install best
management practices to protect groundwater and surface water by controlling non-
point source pollution from agricultural and urban lands. This includes properly
managing excess animal waste and providing a variety of standards and specifica-
tions for best management practices cost-shared under State and Federal programs.
To date, fiscal year 2002 accomplishments have consisted of helping landowners
apply resource management systems on 6,100 acres of cropland, 1,400 acres of
forestland, and 5,000 acres of pasture and hay land; installed 900 acres of riparian
forest buffers; 5,600 acres of nutrient management systems; and 5,200 acres of pest
management systems.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: None
West Virginia

State: West Virginia

Funds: CO-01, $250,000

Project: Mid-Atlantic Highlands-Design & Implement Natural Stream Restoration
Initiatives.

Progress/Status: Currently the watershed Work Group is identifying a site on
Knapps Creek.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Work
will be completed by 12/31/2002.

State: West Virginia

Funds: CO-02, $200,000
I Project: Geographic Database to conduct digitized soil surveys w/Cancan Valley

nsti.

Progress/Status: To conduct digitized soil surveys in the Mid-Atlantic Highlands
in conjunction with the Canaan Valley Institute (CVI). Established priority work list
to include following counties:

Morgan County; Jeferson County; Kanawha County; Mercer County; Summers
County; Harrison County and Taylor County.

After priority list was established, cartographic base materials were requested
from NRCS’s National Cartographic Center. Work is currently underway on Morgan
and Kanawha County.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: $0

State: West Virginia

Funds: CO-01, $160,000

Project: Nitrogen Soil Test

Progress/Status: Eleven counties have been identified for conducting the testing
program. A vacancy announcement has been prepared for hiring temporary soil con-
servation aids to start working this summer to collect and test manure, litter and
soil samples. This information will be provided to the cooperating farmers to reduce,
costs and protect water quality.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: $0

State: West Virginia

Funds: CO-02, $0.00

Project: GIS Center of Excellence at WV University

Progress/Status: Met with VWVU department heads and dean several times since
December 7th to establish a planning team. NRCS met on Friday, January 18, 2002
to outline framework of plan. Members of planning team include: NRCS Soil Survey
Division Director, WVU Dean of Arts and Sciences, Department Chair WVU Geology
and Geography, NRCS State Soil Scientist, and NRCS State Conservationist (Chair-
man). First formal meeting was held in February to approve outline of plan draft.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: N/A

State: West Virginia
Funds: CO-01, $860,000
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Project: Appalachian Small Farmer Outreach Program

Progress/Status: Thirty-three (33) public outreach meetings are scheduled, and 33
in-service training sessions are scheduled during the second quarter of fiscal year
2002. NRCS continues to support 13 conservation positions for grassland outreach.
NRCS is continuing the evaluation of pilot project for the development of technology
for riparian grazing and winter grazing. NRCS is working with ARS, WVU Exten-
sion Service and WV Conservation partnership to develop and conduct Appalachian
Grazi%g School fiscal year 2002 Obligations for Disbursement after September 30,
2002: $0

State: West Virginia

Funds: CO-01, $300,000

Project: Potomac & Ohio River Basin Soil Nutrient Project

Progress/Status: Sampled 14 soil series in Greenbrier Valley and 7 soil series in
the Potomac Basin and submitted to WVU Laboratory. Currently summarizing data
collected to date. NRCS prepared sampling plan for 2002 field work in Northern
Panhandle and Greenbrier Valley. Mine soils was added to list for characterization
for background on soil phosphorus status and potential retention capacity. Meet
monthly with representatives of Agriculture and Forestry Experiment Station to
monitor progress in lab work.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: $0

State: West Virginia

Funds: CO-01, $546,000

Project: Chesapeake Bay Program:

Progress/Status: Funding supplements salaries and benefits for conservation staff
working in the Chesapeake Bay Drainage Area Counties of West Virginia.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: None

Wisconsin

State: Wisconsin

Funds: CO-01, $300,000

Project: Wisconsin Cranberry Growers

Progress/Status: NRCS and the Wisconsin State Cranberry Growers Association
(WSCGA) have mutually agreed on a “whole farm planning” process that will ad-
dress the needs of cranberry growers within the State. A cooperative working agree-
ment has been initiated that solidifies the partnership between NRCS and WSCGA.
NRCS will provide office space and the like, along with dedicating a soil conserva-
tionist to the process. WSCGA will employ a project coordinator with extensive expe-
rience in Wisconsin cranberry production, train the NRCS soil conservationist and
formulate a WSCGA Advisory Committee for the process.

Fiscal year 2002 Obligation for Disbursement after September 30, 2002: All funds
will be obligated for implementation of the whole farm planning process by Decem-
ber 31, 2003.

State: Wisconsin

Funds: CO-01, $2,000,000

Project: Global Environmental Management (GEM)

Progress/Status: A cooperative agreement has been completed and signed with the
University of Wisconsin Stevens Point. The objective of the agreement is to develop
community planning processes and methodologies related to natural and agricul-
tural resources. Approaches will be tested in the course of assisting two Wisconsin
counties to develop comprehensive community plans by 2010. Products and protocols
will be accomplished in the following areas: social/institutional capital, natural and
farmland resource inventory techniques, alternative resource management strate-
gies.

Fiscal year 2002 Obligation for Disbursement after September 30, 2002: Comple-
tion of the agreement objectives/products will by June 30, 2005.

State: Wisconsin

Funds: CO-01, $1,000,000

Project: Aldo Leopold Foundation

Progress/Status: A cooperative agreement is completed and awaiting signatures
between NRCS and the Leopold Foundation. After several working meetings be-
tween NRCS, Leopold Foundation and FACT (Farming and Conservation Together),
an agreement has been completed to install conservation practices that promote the
conservation of natural resources of the Fairfield Marsh area. Such practices and
programs could include, wetland restoration, soil conservation, water quality im-
provement, forest management, conservation buffers, wildlife habitat improvement,
and farmland protection.
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Fiscal year 2002 Obligation for Disbursement after September 30, 2002: The in-
stallation of all conservation practices will be completed by December 2005.

State: Wisconsin

Funds: CO-01, $250,000

Project: GLCI—Wisconsin Department of Agriculture

Progress/Status: NRCS, DATCP and the GLCI council have agreed on the imple-
mentation of the educational assistance program for Wisconsin grazers. The cooper-
ative agreement has been finalized and the call for proposals has been released.

Fiscal year 2002 Obligations: All funds will be obligated to successful grant recipi-
ents by September 30, 2002.

Question. Please provide a status report in regard to activities of individual NRCS
plant materials centers.

Answer. I will ask the Natural Resources Conservation Service to provide that in-
formation for the record.

[The information follows:]

Plant Materials Centers (PMC) continue to focus on high priority issues like
invasive species, fire restoration, drought management, nutrient management and
water quality. Products from PMC work include conservation plant releases, printed
materials and oral presentations that help land owners and managers address key
conservation needs and environmental concerns.

Plant materials work is organized according to national projects that address key
conservation needs. Technology development and transfer that relate to these na-
tional projects is realized by studies at individual PMCs. Consequently, PMC stud-
ies form the basic foundation upon which the plant materials program functions.
Each PMC has multiple studies, and these studies emphasize high priority issues
of the geographic area served by that PMC. A table summarizing this information
according to plant materials projects, PMCs working on them, and the number of
studies at each PMC and a table reflecting critical resource issues being addressed

by the plant materials (PM) program are provided for the record.

STATUS OF PLANT MATERIALS PROJECTS

Project Title and Brief Description

PMCs addressing the project (and number of active studies at each
PMC to address the project)

Critical Area 1.1: Controlling erosion on highly disturbed
areas such as highways, dams etc.

Cropland 1.1: Controlling erosion on cropland with cropping
and residue management systems.Florida (2), Georgia (2),
Hawaii (2), Maryland (1), Mississippi (2), New York (2),
North Dakota (1)Cropland 2.1: Controlling erosion on crop-
land with vegetative barriers in the US.

Cropland 3.1: Controlling erosion on cropland by crop con-
version to perennial crops or less erosive annuals.

Cropland 4.1: Protecting surface and ground water with veg-
etative filters.

Forestland 1.1: Conservation systems for controlling erosion
and improving water quality within forested watersheds.
Mineland 1.1: Improve erosion control and the quality of
water leaving mined land and other drastically disturbed

sites.

Natural Areas 1.1: Maintaining plant diversity and control-
ling soil erosion on natural areas.

Pasture/Hayland 1.1: Improving forage production and other
conservation systems with cool season plants.

Pasture/Hayland 2.1: Improving forage production and other
conservation systems with warm season plants.

Arkansas (6), Colorado (1), Florida (2), Hawaii (2), Louisiana
(5), Michigan (2), Mississippi (1), Montana (1), New Jer-
sey (1), New Mexico (1), New York (2), Washington (4)

East Texas (1), Hawaii (1), Knox City, TX (2), Maryland (2),
Michigan (1), Mississippi (3), Missouri (2), New Mexico
(2), South Texas (1), Washington (1)

Georgia (2), Kansas (1), Mississippi (11), New York (1),
Washington (3), West Virginia (1)

California (1), Idaho (2), Kansas (10), Knox City, TX (2),
Montana (6), North Dakota (16), Washington (1)

Georgia (1), Hawaii (2), Mississippi (2), Montana (1), New
Mexico (1), Oregon (2), Washington (1)

Arkansas (1), Colorado (7), East Texas (2), Florida (4), Kan-
sas (3), Montana (7), New Mexico (10), West Virginia (6)

California (1), Colorado (4), Florida (4), Hawaii (5), Kansas
(3), Knox City, TX (2), Louisiana (1), Maryland (4), Michi-
gan (8), Mississippi (4), Montana (5), New Jersey (3),
New Mexico (6), New York (3), North Dakota (5), Oregon
(6), Washington (11), West Virginia (3)

Colorado (2), East Texas (2), Idaho (1), Kansas (2), Knox
City, TX (1), Maryland (1), Michigan (1), Missouri (1),
Montana (2), New Mexico (4), New York (3), North Dakota
(1), South Texas (1), Washington (4), West Virginia (3)

Arizona (1), Arkansas (6), East Texas (3), Florida (7), Geor-
gia (6), Hawaii (2), Kansas (2), Michigan (3), Mississippi
(31), Missouri (7), New Jersey (3), New Mexico (2), New
York (4), North Dakota (1), West Virginia (1)
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STATUS OF PLANT MATERIALS PROJECTS

Project Title and Brief Description

PMCs addressing the project (and number of active studies at each
PMC to address the project)

Rangeland 1.1: Improving the ecological status, production
and soil protection of rangeland.

Urban 1.1: Developing plants to use in urban areas to con-
trol erosion and protect water quality.

Urban 2.1: Developing plants to use in urban areas to re-
duce water quantity use (xeriscapes fit here).

Water Quality 1.1: Develop the technology for creating and
restoring wetlands for water quality improvement.

Water Quality 2.1: Develop the technology for restoring or
creating riparian areas for water quality improvements.

Water Quality 3.1: Develop the technology for stabilizing
channels for soil erosion control.

Water Quality 4.1: Develop plants for shoreline erosion con-
trol.

Wildlife 1.1: Develop plants for improving wildlife habitat ....

Animal Waste Management

Arizona (8), California (3), Colorado (3), Florida (3), Idaho
(12), Kansas (2), Knox City, TX (6), Montana (6), New
Mexico (13), North Dakota (2), South Texas (14), Wash-
ington (5)

Florida (1), Maryland (1), Missouri (1), New Mexico (2)

Colorado (1), Florida (3), Montana (1), New Mexico (4)

East Texas (1), Florida (2), Idaho (6), Knox City, TX (3), Lou-
isiana (2), Maryland (1), Missouri (3), New Mexico (1),
North Dakota (1), Oregon (22), South Texas (3)

Colorado (6), Georgia (1), Idaho (3), Kansas (1), Maryland
(4), Mississippi (1), Missouri (1), New Jersey (3), New
Mexico (12), New York (1), Oregon (17), South Texas (1),
Washington (5)

Arkansas (1), Idaho (13), Kansas (4), Maryland (1), Michi-
gan (3), New York (1), Oregon (4), West Virginia (1)

Louisiana (3), New Jersey (4), New York (1), South Texas (7)

Colorado (8), East Texas (3), Florida (2), Hawaii (1), Knox
City, TX (5), Louisiana (2), Michigan (1), Mississippi (3),
Missouri (7), Montana (1), New Jersey (3), New Mexico
(1), New York (4), North Dakota (4), Oregon (1), South
Texas (6), Washington (1)

California, Colorado, Idaho, Maryland, Mississippi, Montana,
North Dakota, Oregon, Washington

CRITICAL RESOURCE ISSUES ADDRESSED BY PLANT MATERALS PROGRAM

Critical Resource Issues addressed by the PM Program

PMCs addressing this resource concern in one or more studies

Water Quality (Buffers)

Carbon Sequestration

Grazing Land Conservation

Invasive Species

Native Species

Nutrient Management

Restoration of Disturbed Areas (e.g., fire, minelands, over-
grazing, etc.).

Riparian Zones

California, Colorado, East Texas, Florida, Georgia, ldaho,
Kansas, Knox City (TX), Maryland, Michigan, Mississippi,
Missouri, Montana, New Jersey, New Mexico, New York,
North Dakota, Oregon, South Texas, Washington

California, Georgia, Idaho, Kansas, Louisiana, Michigan,
Mississippi, Montana, New Jersey, New Mexico, North Da-
kota, Washington

Arizona, Arkansas, California, Colorado, East Texas, Georgia,
Idaho, Kansas, Knox City (TX), Louisiana, Maryland,
Michigan, Mississippi, Missouri, Montana, New Jersey,
New Mexico, New York, North Dakota, Oregon, South
Texas, Washington, West Virginia

Arizona, California, Hawaii, Idaho, Kansas, Knox City (TX),
Maryland, Michigan, Mississippi, Montana, New Mexico,
North Dakota, Oregon, South Texas, Washington

Arizona, Arkansas, California, Colorado, East Texas, Florida,
Georgia, Hawaii, Idaho, Kansas, Knox City (TX), Louisiana,
Maryland, Michigan, Mississippi, Missouri, Montana, New
Jersey, New Mexico, New York, North Dakota, Oregon,
South Texas, Washington, West Virginia

California, Colorado, Florida, Idaho, Kansas, Knox City (TX),
Louisiana, Maryland, Mississippi, Missouri, Montana,
North Dakota, Oregon, Washington

Colorado, East Texas, Florida, Idaho, Michigan, Mississippi,
Montana, New York, North Dakota, Oregon, South Texas,
Washington, West Virginia

Arkansas, Colorado, East Texas, Florida, Georgia, Idaho,
Kansas, Knox City (TX), Maryland, Michigan, Mississippi,
Missouri, Montana, New Jersey, New Mexico, New York,
North Dakota, Oregon, South Texas, Washington
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CRITICAL RESOURCE ISSUES ADDRESSED BY PLANT MATERALS PROGRAM

Critical Resource Issues addressed by the PM Program PMCs addressing this resource concern in one or more studies

Soil Erosion Arizona, Arkansas, Colorado, East Texas, Florida, Georgia,

Hawaii, Idaho, Kansas, Knox City (TX), Louisiana, Mary-

land, Michigan, Mississippi, Missouri, Montana, New Jer-

sey, New Mexico, New York, North Dakota, Oregon, South

Texas, Washington, West Virginia

Water Management (e.g., drought) .......cccccoevnrirnenninncinniis Colorado, East Texas, Idaho, Knox City (TX), Montana, New
Mexico, Washington

Arizona, Colorado, East Texas, Florida, Hawaii, Idaho, Kan-
sas, Knox City (TX), Louisiana, Maryland, Michigan, Mis-
sissippi, Missouri, Montana, New Jersey, New Mexico, New
York, North Dakota, Oregon, South Texas, Washington,
West Virginia

Wetland and Wildlife Conservation

Question. Please provide information in regard to activities of the individual
NRCS conservation institutes.

Answer. The NRCS Institutes activities focus on providing relevant, timely, up-
to-date technical tools to field staff. Priority activities include development of train-
ing and technical guide materials, nutrient management, carbon sequestration, and
conservation planning; development of internet access to technical information and
resource data; and testing new and innovative methods for protecting the nation’s
natural resources. Specific activities are provided for each Institute.

[The information follows:]

Wetland Science Institute (WLSI)

Training—developing and delivering specialized training in wetland restoration,
hydric soil identification, wetland plant identification, and application of hydrology
tools for wetland identification. Six of 15 courses/workshops have been delivered to
NRCS field personnel with wetland restoration and delineation responsibilities thus
far in fiscal year 2002.

Technical Guidance—developing and disseminating technical guidance documents
for wetland restoration, delineation, and assessment. The Index of Biotic Integrity
Case Study and the Wetland Restoration Handbook are scheduled for completion
and distribution to the field in fiscal year 2002.

Direct Assistance—providing direct assistance to NRCS State staff and others for
resolving wetland problem areas in the field. WLSI staff has provided assistance to
South Dakota (wetland hydrology); Arkansas, Louisiana and Oklahoma (wetland
restoration); Maryland and Delaware (wetland plant issue); Vermont, New Hamp-
shire, Maryland and Delaware (hydric soils); and North Dakota (wetland functional
assessment).

Social Sciences Institute (SSI)

Technical Procedures and Skill Enhancement Assistance: The SSI has several pro-
cedures on compact disk including (1) Self Scoring Evaluation of Locally Led Con-
servation Planning and (2) Adding Up Social Capital: An Investment in Commu-
nities. Both procedures are designed to help NRCS field staff expand community
participation in conservation planning. The SSI has also developed 30 technical fact
sheets to help NRCS field staffs improve their human relation skills to better serve
our customers.

Gathering and Assessing Customer Feedback—The SSI obtains feedback from our
customers and assesses internal employee or program needs. These assessments in-
clude gallop poll of customer satisfaction and surveys of: (1) adoption barriers per-
ceived by small and limited resource farmers; (2) NRCS employees; (3) council mem-
bers from the Resource Conservation and Development Program Area; and (4) Earth
Team Volunteers for recruiting and retention purposes.

Training—developed and delivered training courses to NRCS field and manage-
ment staff. Some examples follow:

—Developing Your Skills to Involve Communities in Implementing Locally Led

Conservation, SSI has trained trainers from 35 States.

—Sponsorship of 27 Leader in You Training Programs since 1996. These pro-
grams are satellite transmissions featuring the top trainers in the country, in-
cluding Steven Covey, Tom Peters, and Warren Bennis.

—Consultation with American Indian Governments training course. This course
provides NRCS employees better tools and techniques to work with our histori-
cally under-served Indian tribal customers.



122

Soil Quality Institute (SQI)

Soil Carbon Assessment and Monitoring.—Developing soil carbon assessment and
monitoring protocols, tools and models. Work is being conducted in cooperation with
the Agricultural Research Service, the National Resources Ecology Laboratory, Los
Alamos National Laboratory, and Land Grant Colleges to determine the ability of
different soils to sequester carbon undergoing different management systems.

Soil Quality and Conservation Practice Effects.—One of the functions of the SQI
is to determine the effects of management systems (i.e., agricultural, forestry, graz-
ing, urban) on soil quality. One example is the Soil Conditioning Index; a field office
tool to be distributed this fall, which will give field office staffs the ability to assess
agricultural systems effects on soil quality.

Dynamic Soil Properties.—SQ]I is leading the effort in defining dynamic soil prop-
erties and its importance to natural resource management. Dynamic soil properties
are those that change in response to land use and management. This type of infor-
mation is currently not available in our soil databases. It will allow field office
staffs, farmers and ranchers to improve management decisions that enhance soil,
water, and air quality.

Training and Outreach.—Four soil quality courses have been taught the first two
quarters of this fiscal year in New York, Nebraska, Louisiana, and Tennessee to
NRCS and other partners at the field office level. Four more courses will be taught
during the last two quarters of this fiscal year in Washington, Iowa, Hawaii, and
Kansas. Approximately 20 soil quality workshops reaching over 6,000 people have
been given to various farm groups and non-government organizations. Well over
100,000 publications have been distributed on soil quality information.

Natural Resources Inventory and Analysis Institute (NRIAI)

Technical Assistance—sponsored development of new inventory and trending tech-
nologies for natural resources on the nations privately owned lands. NRIAI is in-
volved in these activities with a variety of State and Federal agencies, universities,
and not-for-profit organizations.

Technology Development—developed technology to assist NRCS field and manage-
ment staffs perform surveys and statistical analysis. Some examples follow:

—DModern, efficient methods of information management and delivery using geo-

graphic information systems, remote sensing, database management, online de-
livery, economic analyses, and computer modeling to provide practical views of
the State of the land and its trends.

—Relevant new technologies on surveying, statistical analysis, and design to sup-

port the NRCS continuous National Resources Inventory.

Grazing Lands Technology Institute (GLTI)

Technology Development—developing technology to assist NRCS field offices in
conservation planning processes. Ecological site descriptions provide information de-
scribing the interactions among soils, vegetation, and land management across the
landscape. Grazing lands application software is utilized to inventory land and ani-
mal resources and develop a balanced plan between grazing resources and animal
demand. A web-based version of this software is scheduled for release at the end
of fiscal year 2002.

Training—supporting technology delivery to the field level through developing and
conducting specialized workshops and training sessions with NRCS State special-
ists. Workshops and training sessions have been conducted and are scheduled in
animal nutrition, prescribed burning, rangeland health, pasture condition scoring,
ecological site descriptions, and forage suitability group descriptions during fiscal
year 2002.

Technical Assistance—providing technical assistance to States regarding complex
grazing management issues. Technical assistance has been provided to Northern
Plains, South Central, Southeast, and West Regions regarding development of eco-
logical site descriptions and forage suitability group descriptions. The institute has
also provided technical assistance to several States regarding grazing management-
animal nutrition issues utilizing the Nutritional Balance Analyzer software pro-
gram.

Watershed Science Institute (WSI)

Technology Development—developed a model State practice standard for forest ri-
parian buffers as well as a watershed ecosystem nutrient dynamics model for phos-
phorus to dynamically simulate phosphorus budgets at a watershed scale. The wa-
tershed ecosystem nutrient dynamics model for phosphorus has been applied in In-
land Bays Watershed, Delaware; Little Cobb River Watershed, Minnesota; and the
Eucha-Spavinaw WS, Oklahoma/Arkansas.
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Technology Delivery—prepared technical reports for distribution to field offices on:
(1) Waterborne Pathogens in Agricultural Watersheds; (2) Fate and Transport of
Waterborne Pathogens; and (3) The Potential Use of DNA Fingerprinting in Ag-Re-
lated Pathogen/Bacteria Management.

Training—prepared and distributed handbooks and training materials for: Con-
servation Corridor Planning at the Landscape Level—Managing for Wildlife Habi-
tat.

Technical Assistance—provided technical assistance to States and National Head-
quarters in preparation of environmental assessments to accelerate program and
project implementation (Tillamook Basin, OR). The institute has also provided tech-
nical assistance in developing the framework and pre-population of the Electronic
Field Office Tech Guide (EFOTG).

Wildlife Habitat Management Institute (WHMI)

Training—Supports technology to the field by developing and conducting work-
shops and training courses. Forty-five video lectures have been completed through
universities and WHMTI’s staff on courses such as (1) Wildlife in Agricultural Eco-
systems and (2) Understanding the Landscape.

Technology Development—Supports the field through conducting, developing, and
managing various technical projects that will enhance farm bill delivery through
conservation planning. Forty-five projects have been completed or are underway at
present.

Assessment—Conducts assessments and findings on USDA-NRCS programs as to
the effects on fish and wildlife habitat on private lands. Leads special efforts to
show and substantiate private land conservation efforts through partnerships such
as “Our Living Land” project.

A table is provided with the funding levels for fiscal year 2002 for each Institute.

[The table follows:]

Fiscal Year 2002 Budget Allocation for NRCS Institutes

Institute Budget Allocation
Grazing Lands Technology Institute .........cccccceeeviiiiniiieiencieeecieeee, $859,200
Natural Resources Inventory and Analysis Institute . 576,600
Social Sciences Institute .........cccoevvveieiieiiiiiiieeeeeeeennns . 1,082,000
Soil Quality Institute ............. 587,100
Watershed Science Institute . . 902,100
Wetland Science INStitute ...........oooveviuveiieiiiiiiiiieiee e 496,500
Wildlife Habitat Management Institute (allocation includes $3 mil-

lion for National Fish & Wildlife Foundation) ...........ccccceeeeiuieeennne. 5,609,000

TOLAL oottt et et sbeentaeenne 10,112,500

NRCS WATERSHED AND FLOOD PREVENTION OPERATIONS

Question. Please provide a status report on project items included under the head-
ing of “Watershed and Flood Prevention Operations” on page 69 House Report 107—
275 and any other projects that are included on pages 92 through 94 under the
same heading in Senate Report 107-41.

Answer. NRCS will provide the Committee with a listing of the funds allocated
to States for Watershed and Flood Prevention Operations project items. NRCS has
requested that each State Conservationist submit a second quarter status for each
project in their State.

[The information follows:]
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NATURAL RESOURCES CONSERVATION SERVICE
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CONGRESSIONAL FUNDING
STATE [ FUND PROJECT LANGUAGE TO STATE
Alaska WF-08 Tanana River bordering Big Defta State |(S)Notwithstanding any other provisions of law the Secretary acing through the NRCS,
Historical Park shall provide FA & TA to the Tanana River bordering the Big Delta State Historical Park.
Conference: Sac. 754. Notwithstanding any othsr provisions of law, the Sscretary, acting
through the NRCS, shall provide FA & TA relating to the Tanana River. bordering the Big

APilis Stata Historical Park.

Arkansas EWP Phase one of the Kuhn Bayou Project  |(S)Notwith standing any other provisions of law, the Secretary, acting through the NRCS,
shall provide FA from available funds from EWP funds in an amount not to excaed $0.4
million for completion of the current construction phase of the Kuhn Bayou (Point Remave)
Project. Conferance. Sec 750. Notwithstanding any other provisions of Iaw, the Sacretary,
acting through the NRCS, shall provide FA from available funds from the EWP program in
Arkansas, in an amount nof to exceed $400,000 for. of th i
phase of the Kuhn Bayou (Point Remove Project),

Arkansas \WF-08 Little Red River Watershed and Big (H) The Committee is aware of and expects progress to continus on the. foliowing projects:

Slough Watersheds Little Red River and the Big Slough in Arkansas. _ Not an approved project.
Arkansas (WF-08 Flooding problems in Lavaca, AR {H)The Gommittee encourages NRCS to provide technical and financiai assistance 1o the
following projects: Ta address flooding problems in Lavaca, AR.  Notan approved
project.

California WF-08 Chino River Dairy Reserve Project, San |(H) The Committe is awarg of and expects progress to continue on the Tollowing projects:
Bamardina Chino Dairy Preserve Project, San Bernarding, California.  Work ongeing with

allocated funds.

California (WF-08 Compiste the Beardsley Wash WiS in | (H)The Committee urges the NRCS to complete the Beardsley Wash Watershed in

Ventura county Ventura, CA.

[Fiorida WF-08  |Four Bilct Projects in No. FL (Dalry and |(H) The Comities Is aware of and expecis pragrass o Gontinus on the following projadis;
Poultry Cleanup) the four pilot projects in North Florida related to dairy and pouliry cleanup afforts.

Hawail [WF-08  [Water Storage and Défivery Systems () 1o Committee encorages the agancy to support the Increased demanda for prajact

completions dedicated to Increasing water storage capacity, improving the efficiancy of
delivery systems, conserving watter through lood control projects in Hawai
Ferry Craek Mainsiream WS , DuPage  [(H) The Committes includes Tunds for DuPage County, Minois for FA & TA at the same
County TA & FA level provided In FY 2001. Conference. Notwithstanding any other provisions of law. The
NRCS shall provide TA & FA to Dupage Counly, ifinois, from funds available for the
Watsrshed & Fload prvention Operations Program, not to exceed 1,400,600, { Ferry
Creek Mainstream Watershed Plan)

Embrass River Basin, Lake County (S)The Committes provides funds and expacts NRCS to provide assistance for projects in
Watershed & Dupage County Embrass River Basin, the Lake County Watershad, and Dupage county in Iliinois.

Glen Shoals Lake (H) The Committee is aware of and expects progress 10 continue an the following projacts:
Glen Shoats Lake in llinois.
Towa WF-08  |Scap Creek (H) The Comitiee is aware of and expects progress o continue on the following prejects:

Soap Creek in lowa. (S) The Committes provides funds for continuing work in connection
with Soap Creek parts 10 & 11 in lowa.

Towa WF-08  |East Fork of the Grand River (S)The Commities provides funds for continuing work in conneciion with the East Fork of
the Grand River, Twelve mile Creek, Twin Ponies, Troublesome Creek, West Fork of Big
Creek, Soap Creek parts 10 and 11, Mill cresk and Little River projects all located in Jowa.
lowa. W08 |Twelve Mila Crosk (5)The Cammities. provides funds for continuing work In connection with the East Fork of
the Grand River, Twelve mile Creek, Twin Ponies, Troublesame Creek, Wast Fork of Big
Creek, Soap Cresk parts 10 and 11, Mill creek and Littls River projects all focated in lowa.
lowa WF-08 |Twin Ponies (S)The Commitiee pravides funds for continuing work i connection with the East Fork of
the Grand River, Tweive mile Creek, Twin Ponics, Troublesome Crask, West Fork of Big
Creok, Soap Creek parts 10 and 11, Mill creek and Little River projects all located in lowa.
\owa WF-08 [ Troublesome Creek (5)The Committes provides funds for continuing work in connection with the East Fork of
the Grand River, Twelve mile Creek, Twin Ponies, Troubissome Creek, West Fork of Big
Creek, Soap Crask parts 10 and 11, Mill creek and Little River projects all located in lowa,
Towa WF-0B |West Fork of Big Creek Iﬁhn Committee provides funds for continuing werk in connection with he East Fark of

the Grand River, Tweive mile Creek, Twin Ponies, Troublesome Creek, West Fork of Big
Creek, Soap Cresk parts 10 and 11, Mill creek and Littfe River projects all located in lowa.
lowa WF-G8 [Mill Creek Watershed [{S¥The Comniittee provides funds for continuing work in cannection With the East Fork of
the Grand River, Twelve mife Creek, Twin Ponies, Troublesome Cresk, West Fork of Big
Creek, Sozp Creek paris 10 and 11, Mill creek and Little River projects all located In lowa.
lowa WF-08 Little River (S}The Committee provides funds for continuing work in cohnection wilh the East Fork of
the Grand River, Twelve mile Creak, Twin Ponies, Troublesame Greek, West Fork of Big
Creek, Soap Creek parts 10 and 11, Mill creek and Little River projects all located in lowa.

lowa WF-03 Little Sioux Watershed Projact (8)The committee Conlinues the fiscal year 3001 level of funding for the Little Sioux
Watershed Project in lowa

lowa WF-08 Mosquite Cresk Watershed Praject (8) The Committee continues the fiscal year 2001 (evel of funding for the Mosquito Creek
[Watershed Projact in lowa.

Kansas (WF-08 Wet Wainut Creek Watershed (H)The committse encourages NRCS 1o Provide TA & FA to the following project: Wet
Walnut Project in Kansas.

Kentucky WF-08 Canay Creek Project (H)The committee encourages NRCS 1o provide TA & FA ta fhe following project: Caney

Creek Project In Grayson County, KY,

Louisiana WF-08 Bayou Bourbsux Watershed Project (H)The Committes encourages NRCS to provide TA & FA to the following project: Bayou

Bourbeux Watershed project in Opelousas, LA.

Louisiana (WF-08 Dairy Farmers in Laks Pontchartyain & [(S)The Commitiee urges the NRCS to assist dairy tarmers with the installation or

Middle Tangipah lion of waste features to protect water quaiity in Lake Pontchartrain
|and the Middle Tangipanea watershed. Louisiana

annesma (WF-08 Snake River Watershed Project TA & FAI(H)T'\B Committee urges the NRCS to complete the Snake River Project in Warren, MN.

$6,450,000
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STATE
Mississippt

FUND

PROJECT

CONGRESSIONAL
LANGUAGE

FUNDING
TO STATE

(WF-08

Town Cresk/Coonewah Creek

(H)The Committea encaurages NRCS to provide TA & FA to the foliowing project: To
address floading probiems in Town Creek (S)The Commitiee provides $250,000 for
FY2002 to finish instailing the ramaining channel work on Coonewah Creek in Lee County.
Conference, Funding is provided to finish the installation of the remaining chanael work on
| Coonewah Creek in Lee County, MS

$313,000,

Mississippi

Design flood water retarding struciures
In Pellaphalia Creek WS, Carthage, MS.

| The Cenfarence providas funds study. planning, and design of floodwatter retarding
structures in the Peliaphatia Creek Weterstied, Carthage, MS. Conference, Funding is
| provided for the study , planning and design of flood wafer. retarding structures in the
Peliaphalia Creek Watershed

$575,000)

[Mississippi

WF-08

Pearl River Basin/Dry Creek Watershed

(S)The Committee provides $350,000 for fiscal year 2002 for flood control in the Pear
River Basin, Dry Creek Watershed In Marion County, Mlssissippi. Conference, Funding is
|provided for flaod control in the Peari River Basin, Dry Creek Watershad in Marion County,
MS

$430,000]

{Mississipi

(WF-03

Install grade stabiilzation structures in
the Skuna River

(57The Committes provides $400,000 for FY2007 to install grade stabiiizaion sauciuras 1
the Skuna River, Mississippl. Conference, Funding is provided for the instaliation of grade
stabilization structures in the Skuna River in Mississipy

Mississippi

Strayhom Greek Watershad

$625,000]

(S)The Committee provides $300,000 for FY2002 to provide bank stabilization structures in|
the Strayhom Creek Watershed, Mississippl. Conference, Funding is provided for bank
| stabilization structures int the Strayhom Creek

Missouri

$375,000

The conferees provide funds for confinuing work in connsclion with the Hickory Creek.
MO. Conferancs, Funding is provided for continuing work in Hickery Creek

Missouri

Missouri

The conferees provide funds for continuing work in cannection with Marthasville, MO.
Conferance, Funding is provided for continuing work in Marhasville

The conferees provide funds for confinuing work in connection wifh tha West fork of Big
Cresk. MO. Confarence, Funding is provided for continuing work in the West Fork of Big
Cresk.

$3,120,000
$1,100,000

$850,000|

Missouri

East Fork of Grand River

The conferees provids funds for continuing work in connection with the East Fork of Grand
River, MO. Conferencs, Funding is provided for continuing work in the East Fork of ihe
Grand River

$450,000

Missouri

|WF-08

Mckenize Creek

The confarees provide funds for continuing work In connection with Mckenize Creek, MO.
Confarence, Funding is provided for continuing work in McKenize Creek

{WF-08

Upper Locust Creek

$365,000

tion with Upper Locust Crask,
the Upper Lacust Creek

JWF-08

 Troublesome Creek

$600,000|

$500,000

(WF-08

East Yellow Creek

WF.08

[ TAdth or Cansequences/illiamsburg
Amoyos Watershed

rages NRCS (0 provide TA & FA 10 the following project: Truth or
Consequencesniliamsburg Atroyos Watershed in New Mexico.(S)The Committes urges
[NRCS to proceed with construction of Phase 2 of the watershed flood control project in the
vicinity of Truth or C NM

$370.000

$7,230,000

(WF-08

(WF-08

[Swan Quarter Project

Devil's Lake Basin. NOTE: Work with
FSA

(H)The Committee ancourages NRCS ta provids TA & FA to the following project: The
[Swan Quarter (NC} Project. (S)The Committee supports work by NRCS to assist the Town,
of Swan Quarter NC, to provide protection from flooding from area fam lands.

$1,213,000,

(H) The Committea Is aware of continued flooding in the Devils Lake basin in North
[Dakota, and notes that the lake has risen 25 feat over the last several years. The
| Committes encourages, the NRCS in cooperation with the FSA to assist in the locally
flood response and water activities being developad with the
Federal Emergency Management Agency. NRCS and FSA utilize conservation programs
in providing water holding and storage are on private land as necessary intermediate
measures in watershed management, (S) The Committee continues to be aware of
flooding in the Devils Lake basin in North Dakota, and notes that the lake has risen each of
the past 6 years. The iake is now nearly 25 feet higher than it was in 1993. The
Commiltee encourages the agency, with the cooperation of the Farm Service Agency, to
assist in the locally coordinated flood response and water management activities. NRCS
and FSA should continue to utllize conservation programs in providing water holding and
storage areas on private [and as necessary Intermediate measures in watershed
imanagement, Ongolng CTA in state.

Gngoing

Pennsylvania

WF-08

Final site on the Oven Run Project

(HyThe Commitiee urges NRGS 1o compiete the sixth and final site on ihe Oven Run (PA)
Project,

Rhode Island

(WF-08

Pocassat River Wattershed

(S)The commitise encourages the agancy to pravide assistance for tha small watershed
program for the Environmantal assessment and design phase of the Pocasset River
| Watsrshed Plen, RI.

Texas

(WF-03

Muenster Dam and Blanket Creek
Reservoir

(S)The Committee provides funds for continuing work by NRCS for the Muenster
Texas.

Texas

{WF-08

Eexar-Medina Atascosa Walershed
Project

{H) The Committes directs the NRCS to fund the Bexar-Medina-Atascosa Watershed
project in Texas at the future obligation request proposed by tha Texas NRCS.

(WF-08

Deckers Creei Mine Watershed & Land
Mine Treatment

(S) The Commitiee urges the agancy to proceed with the implementation of the watershed
pians for the Deckers Creek Watershed Acid Mine Drainage Remediation and Land Mine
Treatment project, the Potomac Headwaters Land Treatment Watershed project, and the

WF-03

[Potomac Headwaters Land Treatment

[Knapps Creek Stream Restoration Watershed project, West Virginia.

$4,270,000)

(S) The Committee urges the agency 1o proceed with the implementation of the watershed
plans for the Deckers Craak Watershed Acid Mine Dralinage Remadiation and Land Mine
| Treatment project, the Potomac Headwaters Land Treatment Watershed project, and the
Kniapps Creek Stream Restoration Watershed project, West Virginia.
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CONGRESSIONAL
STATE | FUND PROJECT LANGUAGE
West Virginia (WF-08 Knapps Creek Stream Resteration {(S) The Committes urges the agency to proceed with the implementation of tha watershed
\Watershed plans forthe Deckers Creek Watershed Acld Mine Drainage Remediation and Land Mins.

Treatment project, the Potomac Headwaters Land Traatrnent Watarshed project, and the
Knapps Cresk Stream Restoration Watershed praject, West Virginia,
Fest Virginia {WF-03 Lost River Watershed Dam #10 (S) The Committee recognizes the importance of building the Los{ River Watershed Dam
Number 10, West Virginia, and encourages the funding for the award of the construction
contract for this project,
West Virginia [WF-08 Redesign existing flood impoundment's [(S) Access to & consistent source of potable water became even more gificull for West
to include water starage Virginia families and farmers during the drought of 1999. While existing flood

$4,800,000|

impoundment's protect these people during floods, these mpoundment's do not includs &
water storage componant that would allow the impoundment to serve a dual roie. The.
Commitiee directs the NRCS in West Virginia ta initiate the redesign of its existing flood
t0 include water store as an additionat function.
Wmﬂsin EWP Lake level stabilization project Conference. Notwithstanding any other provisions of faw, from funds préviously

i for & Ftood pravéntion Operations of the NRCS, the Secretary
shall provide TA & FA, but not to exceed $1,000,000, in connaction with a lake levei
| stabilization project carriad out as part of focaf efforts fo restore and repair watersheds
damaged by the 2001 tomado and storms in Bumett and Washburn Counfles, Wi:

Provided, That the Sacretary shall waive the cost share requirement of the focal sponsors
of such efforts In Bumeit and Washbum Counties, Wi,

FISCAL YEAR 2002 NRCS WATERSHED EARMARK STATUS REPORT

Alaska

State: Alaska

Funds: WF-08, $340,000

Project: Tanana River Erosion Control

Progress/Status: A Cooperative Agreement has been drafted and delivered to Alas-
ka Department of Natural Resources, Parks and Outdoor Recreation to transfer
funds to DNR for implementation. Implementation will continue in fiscal year 2003.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The Co-
operative Agreement is scheduled to be signed in the third quarter of 2002. Dis-
bursement will likely occur in fiscal year 2003.

Arkansas

State: Arkansas

Funds: EWP, $400,000 financial assistance funds in fiscal year 2002 and
$3,300,000 financial assistance funds carryover from an EWP earmark in fiscal year
2001.

Project: Phase one of the Kuhn Bayou Project

Progress/Status: NRCS awarded Phase IB contract on January 25, 2002, at a cost
of $3,619,346 with a scheduled completion date of January 30, 2004. Phase IB con-
tract includes a portion of the main delivery system and the main pumping station
that will provide irrigation water to 14,000 acres of cropland and winter water for
a wildlife management area. NRCS staff will administer and inspect the installation
of this contract through January 2004.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Progress
payments for construction installation will be made after September 30, 2002, and
will continue through January 2004.

Funds: WF-08, Encourages

Project: Little Red River Watershed and Big Slough Watersheds

Progress/Status: NRCS has allocated $700,000 in financial assistance and
$200,000 in technical assistance in fiscal year 2002 for the Little Red River Water-
shed Land Treatment Project. This water conservation project provides cost-share
on approved on-farm conservation practices that will reduce the rate of decline of
available groundwater on 25,000 irrigated acres. The financial assistance will be ob-
ligated to approximately seven new longterm contracts (LTC’s) on about 1,000 acres.
The technical assistance will be used to write the new LTC’s and service contracts
on 40 existing LTC’s on approximately 13,000 acres. NRCS staff continues to formu-
late a plan supplement for the Big Slough Watershed. The $200,000 that has been
allocated to this project for fiscal year 2002 will be used to prepare the plan supple-
ment, including economic and hydrology and hydraulic analyses. The plan supple-
ment addresses floodwater damages to approximately 17,000 acres of cropland and
urban communities.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: No
funds will be disbursed after September 30, 2002 except for progress payments on
the seven new LTC’s in the Little Red River Watershed. Payments will be made on
these LTC’s through September 2006.
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California

State: California

Funds: WF-08, total no funds earmarked

Project: Chino River Dairy Reserve Project

Progress/Status: Watershed planning staff working with local sponsors to prepare
an application for a watershed project. Application has been received.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: N/A

Funds: WF-08, total $2,500,000

Project: Beardsley Wash Watershed

Progress/Status: Project will be installed by local contract administered by Ven-
tura County Flood Control District. (VCFCD). Design underway by VCFCD. NRCS
will review and concur in the design with anticipated delivery by May 20. Ventura
County will advertise the project for bids, and construction is expected to begin by
July 30, 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Esti-
mat:ceﬁl installation of the planned work by December 15, 2002 with disbursement
to follow.

Florida

State: Florida

Funds: WF-08, $1,914,000

Project: Four pilot projects in north Florida (dairy and poultry cleanup).

Progress/Status: Six new long-term contracts (LTCs) executed as of April 23, 2002
for $248,393. Plans are to finish an additional 27 LTCs for the remaining $961,607
during fiscal year 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: This
project will be completed during fiscal year 2004, with 65 LTCs still needing funds
during fiscal year 2003 and fiscal year 2004.

Hawaii

State: Hawaii

Funds: WF-08, $3,010,000

Project: Water Storage and Delivery Systems (Lower Hamakua Ditch Watershed
(LHD), Upcountry Maui WS and Lahaina WS)

Progress/Status: LHD WS—Survey and design of Phase 2 Flume Repair and His-
toric Flumes Repair underway, Project Agreements for repairs to be completed by
August 31, 2002. Upcountry Maui WS—Survey and design of Phase 2 Main Pipeline
underway, Project Agreement for pipeline installation to be completed by August 31,
2002. Lahaina WS—Agreement for Services executed to contact EIS preparation.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: LHD
WS—CLO contracts for Phase 2 Flume Repairs and Historic Flume Repair to be
awarded by November 30, 2002; Upcountry Maui WS—CLO contract for Phase 2
Main Pipeline installation will be awarded before November 30, 2002.

Illinois

State: Illinois

Funds (WF-08): $1,400,000

Project: DuPage County

Progress/Status: In process of developing an agreement with DuPage County to
transfer funds. Funds will be obligated when Agreement is signed that addresses
stormwater management.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Antici-
pate funds to be obligated by June 1, 2002.

Funds (WF-08): $8,590,000

Project: Provide Assistance for Embarras River Basin, Lake County Watershed
and DuPage County

Progress/Status: Currently working with staff and local sponsors to determine
funding needs, potential projects/activities, and authorities to expend the funds.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Antici-
pate funds to be obligated by September 30, 2002 and disbursed during fiscal year
2003.

Towa
State: Iowa
Funds: WF-08, $1,015,000
Project: Soap Creek Watershed
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Progress/Status: Designs are being finalized on eight dams. Project agreements on
these sites will be executed by June 30, 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Con-
struction on these sites will begin in late summer and carry over into fiscal year
2003.

Funds: WF-08, $834,000

Project: East Fork of the Grand River Watershed

Progress/Status: A project agreement obligating financial assistance funds has
been signed covering the construction of 10 dams. In addition, an architectural and
engineering contract solicitation is being prepared for the design of a large multi-
purpose dam.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Con-
struction on the 10 dams will begin this summer. Construction on sites will likely
carry over into fiscal year 2003. Design work on the multi-purpose dam will begin
this summer with disbursements into fiscal year 2003.

Funds: WF-08, $169,000

Project: Twelve-Mile Creek Watershed

Progress/Status: Design is being completed for two dams. A project agreement ob-
ligating funds for these two sites will be executed by June 30, 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Con-
struction on the two dams will begin this summer, with disbursement in fiscal year
2003.

Funds: WF-08, $40,000

Project: Twin Ponies Watershed

Progress/Status: Plans are being finalized for the repair of one dam. A project
agreement obligating funds for this repair work will be executed by June 30, 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Repair
work will begin late this summer, with disbursement in fiscal year 2003.

Funds: WF-08, $532,000

Project: Troublesome Creek Watershed

Progress/Status: Design work is being completed for two dams. A project agree-
ment obligating funds for these two sites will be executed by the end of June 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Con-
struction on the two dams will begin this summer, with disbursement in fiscal year
2003.

Funds: WF-08, $221,000

Project: West Fork of Big Creek Watershed

Progress/Status: Design work is being completed for five dams. A project agree-
ment obligating funds for the five sites will be executed by the end of June 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Con-
tracting for construction of the five dams will be completed by late summer, and
construction of the sites will carry over into late fiscal year 2002. Disbursement will
occur in fiscal year 2003.

Funds: WF-08, $210,000

Project: Mill Creek Watershed

Progress/Status: Financial assistance funds for this project have been obligated.
The local contracting organization is currently working with individual landowners
to complete land treatment projects.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Land
treatment work is currently underway; however, some of the work will carry over
into fiscal year 2003 with disbursements also in fiscal year 2003.

Funds: WF-08, $526,000

Project: Little River Watershed

Progress/Status: Design and plan development work for one dam is being com-
pleted. A project agreement for construction of the dam will be executed by June
30, 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: A con-
tract for the dam construction will be awarded in late summer. Construction will
carry over into fiscal year 2003 with disbursement in fiscal year 2003.

Funds: WF-03, $1,940,000

Project: Little Sioux Watershed

Progress/Status: Eighty-seven land treatment contracts have been executed to
date, and several others are pending. In addition, designs for three dams, and the
repairs of three other dams, are being completed at this time. Project agreements
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for these six sites and the remaining land treatment work will be executed by June
30, 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Work on
the dam construction and dam repair projects will carry over into fiscal year 2003.
Land treatment work that has not commenced will also carry over into fiscal year
2003. Disbursements will occur in fiscal year 2003.

Funds: WF-08, $150,000

Project: Mosquito Creek Watershed

Progress/Status: Local site conditions will likely preclude dam construction work
in this watershed. Technical assistance for upland treatment is ongoing.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
sponsors have been contacted regarding the status of remaining dam work and
those actions that are needed to make additional work possible. Reprogramming of
current dam construction dollars to other projects is also being discussed with the
sponsors. Disbursements will likely occur in fiscal year 2003.

Kansas

State: Kansas

Funds: WF-08, $1,942,100

Project: Wet Walnut Creek Watershed

Progress/Status: The funds will be obligated by May 1, 2002. The engineering
plans have been completed for the remedial work on 20 dams, with construction un-
derway on 4 sites. All construction work is to be completed by 12/31/02.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The con-
str%lcﬁ:ion of the last three sites is scheduled in fiscal year 2003 with disbursements
to follow.

Kentucky

State: Kentucky

Funds: WF-08, $100,000

Project: Caney Creek Watershed Project

Progress/Status: Discussions with sponsors are underway to ascertain the purpose
of the earmark and concerns of the residents. Planning efforts will be underway
once sponsors articulate their objectives.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Dis-
bursements to occur in fiscal year 2003.

Louisiana

State: Louisiana

Funds: WF-08, $300,000

Project: Bayou Bourbeux Watershed Project

Progress/Status: Five new long-term contracts (LTC) were executed in April 2002.
Fifty-four LTC’s are in force with conservation practices installed. Twenty-one LTC’s
are scheduled to complete conservation practice installation this fiscal year. Await-
ing funding for concrete lining of a channel phase.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Ten
LTC’s have conservation practices scheduled for installation by December 2002 with
disbursements to follow in fiscal year 2003.

Funds: WF-08, $100,000

Project: Dairy Farmers in Lake Pontchartrain & Middle Tangipahoa Project

Progress/Status: Phase II of the animal waste system clean-out program has
begun. During Phase I, 28 systems were cleaned during fiscal year 2001, updating
an estimated 20 percent of the 275 waste systems installed in the Lake Pont-
chartrain Basin during the 1990’s. Average cost of the system clean-out is $1,040.00.
Contracts are awarded by the Lake Pontchartrain Foundation to assist dairy farm-
ers in protecting water quality by the construction waste management systems.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The Fed-
eral contract for waste management systems will be completed on May 30, 2003.
Twenty-three LTC’s have conservation practices scheduled for installation October—
December, 2002 with disbursement in fiscal year 2003.

Minnesota

State: Minnesota

Funds: WF-08, $6,450,000

Project: Snake River Watershed Project

Progress/Status: Phase I (Lower Floodway) 80 percent complete. Phase II (Flood-
water Impoundment) currently in bid award process with construction start ex-
pected in May 2002. Phase III (Upper Floodway) will be advertised in August or
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September 2002. Funds will be obligated in by August 30, 2002, with a project
agreement for local contracting.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: It is ex-
pected that approximately 50 percent of Phase II ($2.2 million) and all of Phase III
($3 million) will be disbursed after fiscal year 2003.

Mississippi

State: Mississippi

Fund: WF-08, $313,000

Project: Town Creek/Coonewah Creek

Project/Status: Implementation of channel improvements on the Coonewah Creek
Channel will begin in May 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
Town Creek/Coonewah Creek project will be completed by September 2002.

Fund: WF-08, $575,000

Project: Design flood water retarding structure in Pellaphalia Creek Watershed.

Project/Status: The plan has been completed. The design and implementation will
be completed in fiscal year 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
flood water retarding structure in Pellaphalia Creek Watershed should be completed
by November 2002 with disbursement to follow.

Fund: WF-08, $430,000

Project: Pearl River, Dry Creek Watershed, Marion County

Project Status: Implementation of this bank stabilization measure will begin in
May 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
?(ﬁ)d control project should be completed by November 2002 with disbursement to
ollow.

Fund: WF-03, $625,000

Project: Install grade stabilization structures in the Skuna River.

Project Status: Implementation of these bank stabilization structures will begin
in May 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
grade stabilization structures in the Skuna River should be completed by November
2002 with disbursement to follow.

Fund: WF-03, $300,000

Project: Strayhorn Creek Watershed

Project/Status: Implementation of these bank stabilization structures will begin in
May 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
Strayhorn Creek Watershed project will be completed by November 2002 with dis-
bursement to follow.

Missourt

State: Missouri

Funds: WF-08, $3,120,000

Project: Hickory Creek

Progress/Status: Contract awarded for construction of site H-10D to implement
watershed plan. A cooperative agreement for a local contract is scheduled to be de-
veloped in the 4th quarter for construction of sites H-1A and H-2A. Approximately
$200,000 has been placed in a cooperative agreement with the City of Neosho in
order to purchase additional properties in the buyout. Final plans completed for
sites H-10D, H-1A, and H-2A.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
local contract for sites H-1A and H-2A will be completed in fiscal year 2003. The
buyouts are anticipated to be completed in the first quarter of fiscal year 2003.

Funds: WF-08, $1,100,000

Project: Marthasville

Progress/Status: To implement watershed plan, contract awarded for construction
of site MV-5. Final plans completed for site MV-5.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The Fed-
eral contract for construction of site MV-5 is scheduled to be completed in Novem-
ber 2002.

Funds: WF-08, $850,000
Project: West Fork of Big Creek
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Progress/Status: Contract awarded for construction of five floodwater retarding
dams. Contract for construction of small floodwater retarding dams scheduled to be
bid in 4th quarter. Final plans completed on 11 floodwater retarding dams.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The Fed-
eral contract for construction of six floodwater retarding dams has an estimated
completion date in Summer 2003.

Funds: WF-08, $450,000

Project: East Fork of Grand River

Progress/Status: A Federal contract for construction of four small floodwater re-
tarding dams is scheduled to be bid in 4th quarter. Final plans completed on nine
floodwater retarding dams.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The Fed-
eral contract for construction of four floodwater retarding dams has an estimated
completion date in Summer 2003

Funds: WF-08, $365,000

Project: McKenzie Creek

Progress/Status: In order to purchase an additional 12-15 properties in the
buyout, $300,000 has been added to the cooperative agreement. This is being done
through a partnership with the Missouri Department of Transportation, the City of
Piedmont, and NRCS.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The
buyout is expected to extend into the first quarter of fiscal year 2003.

Funds: WF-08, $600,000

Project: Upper Locust Creek

Progress/Status: A bid opening for a Federal contract for construction of seven
floodwater retarding dams is scheduled for May 30, 2002. Final plans completed on
13 floodwater retarding dams.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The Fed-
eral contract for construction of seven floodwater retarding dams has an estimated
completion date of August 2003.

Funds: WF-08, $500,000

Project: Troublesome Creek

Progress/Status: A bid opening for a Federal contract for construction of six flood-
water retarding dams is scheduled for May 24, 2002. Final plans completed on 10
floodwater retarding dams.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The Fed-
eral contract for construction of six floodwater retarding dams has an estimated
completion date in July 2003.

Funds: WF-08, $370,000

Project: East Yellow Creek

Progress/Status: A bid opening for a Federal contract for construction of five flood-
water retarding dams is scheduled for May 30, 2002; Final plans completed on five
floodwater retarding dams.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: The Fed-
eral contract for construction of five floodwater retarding dams has an estimated
completion date in April 2003.

New Mexico

State: New Mexico

Funds: WF-08, $7,777,000

Project: Truth or Consequences/Williamsburg Arroyos Watershed, Site 3C, phase
11

ProgTess/Status: The design of phase III is complete. Preparation of final drawings
and specifications are progressing on schedule and are expected to be complete by
May 30, 2002. A construction contract for installation will be awarded by August
30, 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Funds
will be disbursed in fiscal year 2003.

North Carolina

State: North Carolina

Funds: WF-08, $1,743,000

Project: Swan Quarter Watershed Project

Project/Status: The design for phase I, to construct 15,000 foot dike is nearly com-
plete. A project agreement will be signed to start construction on Phase I by Sep-
tember 1, 2002.
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Fiscal Obligation for Disbursement after September 30, 2002: Funds will be dis-
bursed in fiscal year 2003.

North Dakota

State: North Dakota

Funds: WF-08, No earmarked funds were provided in fiscal year 2002.

Project: Devil’s Lake Basin Flooding

Progress/Status: NRCS continues to utilize the WRP, EQIP, and WHIP programs
in working with individual producers to increase the potential water retention capa-
bility of wetlands in the basin. NRCS is currently working with the Devil’s Lake
Basin Joint Water Resource Board, the North Dakota State Water Commission, and
other Federal, State, and local agencies to update and revise the 1995 Devils Lake
Basin Water Management Plan. This Plan will be used in determining future direc-
tions to address the flooding, transportation, agricultural, and other socioeconomic
impacts the flooding is continuing to have on the Region.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: None.

Pennsylvania

State: Pennsylvania

Funds: WF-08, $430,000

Project: Oven Run Watershed Project

Progress/Status: Site A Phase I construction contract is nearing completion. Site
A, Phase II will be bid in May 2002. Design of Site E will be completed in May and
will be out for bids in June. Based on engineer’s estimates, the total construction
cost (NRCS share) to complete this watershed in fiscal year 2002 is $532,000. An
additional $172,000 will be needed in fiscal year 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Sites A
(Phase II) and Site E construction will continue in fiscal year 2003. NRCS quality
assurance responsibilities will continue during construction. Payments will need to
be made to the agreement holders in fiscal year 2003 to meet contractual obliga-
tions.

Rhode Island

State: Rhode Island

Funds: WF-08, $100,000

Project: Pocasset Flood Plain Management Study and Watershed Plan

Progress/Status: Flood control watershed measure plan and EIS are being drafted.
Hydrologic models are being finalized. Draft plan and EIS expected to be published
in Federal Register in late fiscal year 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: None

Texas

State: Texas

Funds: WF-03, total (FA and TA): $2,430,000

Project: Elm Fork of the Trinity Site 1I9MP (Muenster Dam)

Progress/Status: All permits obtained, design completed for Phase I construction,
Phase I contract award will be early June 2002, design of Phase II will be completed
in August 2002, obligate Financial Assistance funds for Phase II by Contracting
Local Organization Agreement in September 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Phase
I construction will be completed in fiscal year 2003, contract for Phase II construc-
tion will occur in fiscal year 2003 with disbursement to follow.

Funds: WF-08, total (FA and TA): $4,270,000
Project: Bexar-Medina-Atascosa (BMA) Watershed Project
Pliggress/Status: Activities are being carried out to meet the intent of the ear-
mark:
—On-farm land treatment to improve irrigation efficiencies using long term con-
tracts (LTCs) with irrigation farmers in the BMA District
—Technical assistance to implement 4 LTCs planned in fiscal year 2001
—Technical assistance to plan an estimated 10 new LTCs in fiscal year 2002
—Obligate financial assistance funds for 10 LTCs by September 30, 2002
—Structural measures (canal improvement and/or Pearson Reservoir)
—Considerable resources have been dedicated to provide technical assistance on
engineering surveys, geologic investigations, preliminary designs in order to
be ready to implement in fiscal year 2002.
—President of the BMA Board has notified NRCS that the Board has postponed
implementation of the canal improvement under the Watershed Plan. Since
the local sponsors are not ready to carry out their responsibilities of the struc-



133

ture measures under the Plan, construction funds for the canal improvement
can not be obligated on this project in fiscal year 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: All LTCs
will have conservation practices schedule for installation during fiscal year 2003.
West Virginia

State: West Virginia

Funds: WF-08, $735,000

Project: Deckers Creek Watershed

Progress/Status: Watershed plan revisions underway and will be completed in
May to be ready for project authorization.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Design
and construction of land treatment and reclamation measures will continue in fiscal
year 2003.

Funds: WF-03, $550,000

Project: Potomac Headwaters Land Treatment Watershed Project

Progress/Status: Implementation of conservation practices in the Potomac Head-
waters Land Treatment Watershed is underway. Approximately 60 percent of
planned practice installations were completed as of January 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Funds
for installation practices will be disbursed through fiscal year 2003 and fiscal year
2004.

Funds: WF-08, $360,000

Project: Knapps Creek Stream Restoration Watershed Project

Progress/Status: Draft plan for Knapps Creek Watershed was completed on Janu-
ary 2, 2002. Completion of plan has been suspended pending completion of dem-
onstration project on reach of Knapps Creek.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Author-
ization of the Watershed Plan will be sought in fiscal year 2003 after completion
of the demonstration project. Cost data from the demonstration project will be used
in completion of the final Watershed Plan.

Funds: WF-03, $4,800,000

Project: Lost River Watershed Dam #10

Progress/Status: Final design of the dam is completed and under peer review.
Local sponsors are in process of obtaining land rights. A contract for construction
should be awarded in September 2002.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Con-
tqtﬁuction of the dam will continue through December 2004 with disbursements to
ollow.

Funds: WF-08, $100,000

Project: Redesign existing flood impoundments to include water storage

Progress/Status: Several watershed structures have been identified for the option
of adding water supply. Deckers Creek Watershed, Site 1 has 30 percent of the plan-
ning phase completed. The costs for including water supply storage and upgrading
the structure to current Federal standards have been completed.

Fiscal year 2002 Obligations for Disbursement after September 30, 2002: Plan-
ning and design will continue in fiscal year 2003.

Wisconsin

State: Wisconsin

Funds: Emergency Watershed Protection Program Earmark received $1,000,000

Project: Shell Lake ($750,000) Burnett and Washburn Counties ($250,000)

Progress/Status: Agreement with the City of Shell Lake has been completed and
signed. A cooperative agreement was completed as a grant agreement with limited
NRCS involvement in the project. Agreement with Burnett County to act as the
sponsor for tornado debris clean up in Burnett and Washburn Counties is in draft
and will be signed by April 30, 2002. NRCS will assist Burnett and Washburn
Counties with inventory and project design. Four lakes have been identified as pri-
ority by the sponsor. Three other lakes will be considered in the second phase.

Fiscal Obligation for Disbursement after September 30, 2002: A request for reim-
bursement of $83,000 was approved for payment on April 19, 2002. Remaining prod-
ucts are scheduled through fiscal year 2003.

NRCS WATERSHED REHABILITATION PROGRAM

Question. Please provide a status report on activities carried out through the Wa-
tershed Rehabilitation Program in fiscal year 2002.
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Answer. The fiscal year 2002 Agriculture Appropriations Bill provided $10 million
to begin implementation of the watershed rehabilitation activities authorized by
Public Law 106-472. The appropriation language directed that priority be placed on
those projects, which posed the highest risk to life and property. I have asked the
Natugal Resources Conservation Service to provide additional information for the
record.

[The information follows:]

Applications from 80 local communities were received in the first quarter of fiscal
year 2002. Each application was ranked using a risk-based system in January 2002,
and funds were provided to State Conservationists for the selected projects in Feb-
ruary 2002. All of the 43 selected projects in 17 States involve high hazard dams
with the potential loss of life of at least 11,000 people living below the dams selected
for rehabilitation activity. The funds for fiscal year 2002 were projected to:

—Initiate 43 watershed rehabilitation plans in 17 States;

—Complete 10 project plans in 7 States; and

—Have implementation/construction underway on 8 projects in four States.

NRCS FORESTRY INCENTIVES PROGRAM

Question. Please provide information in regard to Forestry Incentives Program ac-
tivities to reduce the potential of wildfire.

Answer. Since inception of the Forestry Incentives Program in 1975, almost
1,463,000 acres of non-industrial private forest land has been thinned and pruned
to 1(s;_lafl.ve marketable trees and rural areas from the potential destructive forces of
wildfire.

In addition, over 3,868,000 acres of trees have been planted on lands hat are man-
aged in a manner to protect the resource from wildfire, insect infestation, and other
natural calamities.

In 2002, preventive emergency funds were made available to address specific re-
forestation needs and to reduce fire risk due to massive insect infestations in Ten-
nessee and Alaska. These funds were made available, until expended, for thinning
and reforestation in order to reduce the fire hazard from the dead and dying trees.
It is expected the preventive emergency funds will impact 3,600 acres in Alaska and
4,500 acres in Tennessee.

SOIL, WATER AND AIR SCIENCES RESEARCH

Question. The fiscal year 2003 President’s budget for ARS proposes a decrease of
$10.737 million to terminate numerous Congressionally-designated projects appro-
priated in fiscal year 2001 and 2002 in Soil, Water, and Air Sciences research to
provide savings to finance higher priority research.

Please provide a status on each of the projects you propose to eliminate in fiscal
year 2003 and State when you could complete each project if you receive funding
to do so, as well as how much future funding would be necessary.

Answer. The fact that the Department has requested new funding for an initiative
while at the same time proposing to eliminate projects under the same general ini-
tiative is a significant strength of our internal review process as reflected in the fis-
cal year 2003 budget. ARS has over 1000 individual projects grouped under different
areas, and not all of these projects have equal value. The fiscal year 2003 budget
reflects a reallocation of resources to projects that represent the most effective use
of taxpayer dollars to meet overall national needs. Projects that, while of value, are
not as important are proposed for elimination. Thus, the fiscal year 2003 budget is
a valuable statement of what the Department believes to be the highest priority al-
location of resources within each initiative.

The Agency has about 2,000 scientists (what we refer to as category 1 scientists)
working in 100+ locations across the nation. In recent years, scientific research (not
just agricultural research) has moved away from work being done by a single sci-
entist or a small cohesive group of scientists working in a single location. Now, dis-
coveries at ARS are far more likely to come from multi-disciplinary research con-
ducted at more than one location. In fact, one of the principal reasons ARS created
National Programs during the mid-1990s was to aggregate the research projects
that were doing close